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Geographical Differences in the Use of the 
Corporation in American Manufacturing in 1899 


XPLORATION of the data on the character of the ownership of 

manufacturing establishments presented in the 1900 Census vol- 
umes has revealed some challenging phenomena. Buried in this ma- 
terial, for example, is the somewhat unexpected information that the 
corporation was used extensively in manufacturing establishments in 
such localities as Arizona, Nevada, Washington, and California, but 
to a much smaller degree in places like New York, Pennsylvania, and 
Maryland, where by 1goo the corporation might be assumed to have 
become well established as a form of business organization. 

The total number of “manufacturing” establishments counted by the 
1900 Census is 512,254. But this number includes 215,814 establishments 
in the “hand trades,” which comprise such activities as carpentering, 
dressmaking, and paper hanging. For an examination of the owner- 
ship of what might reasonably be referred to, in present-day termi- 
nology, as the manufacturing industries, the inclusion of such estab- 
lishments in an analysis seems inappropriate. The Census Bureau of 
1905, likewise, was by no means happy with the inclusion of hand 
trades in the 1900 definition of manufacturing; the 1900 figures, for 
certain comparisons with the 1905 data, were revised by the Bureau 
to exclude the establishments in the hand trades and in nine subcate- 
gories of the other fourteen major industrial groups.” In spite of the 
laborious nature of the task, the establishments in the hand trades were, 
for the present study, eliminated from the 1900 Census data relating to 
the character of ownership in manufacturing in the various states and 
territories.” The results are presented in Table I, which may be regarded 


1See, for example, United States Bureau of the Census, Manufactures, 1905 (Washington, 
D.C.: Government Printing Office, 1907), Part I, p. liv, particularly the note to Table VIII. 
2In addition to the hand trades, the Census of 1900 used fourteen major industrial groups. 
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as a basic tabulation for students of business organization interested 
in its geographical variations at the close of the nineteenth century. 


% 


Met PM ES re OO ee Mag DO ae 


Tasre I 


CHARACTER OF OWNERSHIP OF MANUFACTURING ESTABLISHMENTS IN 1899 
EXCLUDING THOSE IN THE HAND TRADES * 


OWNED BY 
TOTAL INDIVIDUALS PARTNERS CORPORATIONS OTHERS 
Location Per Cent Per Cent Per Cent Per Cent 
of Per of of of of 
Establish- No. Centt No. Total No. Total No. Total No. Total 
ments (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 


United 
States 296,440 99.9 189,180 63.8 67,125 22.6 38,052 12.8 2,083 


Sh eG oe te cma — 
SE ak aS OSS iar ae PO 


oe 


99.9 2,884 63.9 1,188 26.3 433 9.6 

100.0 im - 175 [4 2212 38 60.3 

100.0 105 54.7 38 19.8 49 

100.1 2:235 620 1,041 «27:0 353.95 

100.0 3,863 59.3 1,500 23.0 1,128 

100.1 1,019 56.9 336 «18.8 437 

100.0 2,732 60.7 731 16.3 1,009 

100.0 547 63.9 168 19.6 140 

100.0 905 7i5 195 19.8 83 

100.0 916 56.8 533 33.0 164 

100.1 35592 61.2 1,624 27.7 649 

100.0 237 61.9 98 25.6 48 

100.1 11,897 62.4 3,768 19.8 3,307 

100.0 6,170 60.7 2,497 24.6 1,451 

100.0 297 61.0 144 29.6 46 99.4 

100.0 4,841 61.3 1,872 23.7 g16 11.6 

100.1 2,655 69.1 818 21.3 356 9.3 

100.0 3.717 63.9 1,464 25.2 631 10.8 

99.9 2,203 66.9 656 19.9 433 13.1 0.0 t 
99.9 2,377 62.4 884. 23.2 534 14.0 0.3 

100.0 3,675 68.9 1,140 21.4 512. 9.6 0.1 
99.9 8,488 61.4 3,199 23.1 2,080 15.0 0.4 

100.0 6,109 60.9 2,364 23.6 1,476 14.7 79 «0.8 
100.0 3,561 59.6 1,328 22.2 743 12.4 5.8 
99.9 2,806 71.4 834 21.2 288 7.3 1 oof 
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The following are illustrative of fifteen subcategories of these other fourteen groups that, for 
present purposes particularly, might also have been taken out of the total data in order to make 
the remainder conform closer to a present-day definition of manufacturing: photography, elec- 
trical construction and repair, hand-knit goods, and kindling wood. The fifteen subcategories, 
however, form but a small part of the 335 subcategories that make up the fourteen major groups, 
exclusive of the hand trades. Since the additional effort required to eliminate these fifteen 
subcategories would have far outweighed the additional gain, the hand trades alone were 
removed. 
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Tasie I (continued) 


OWNED BY 
Location TOTAL INDIVIDUALS PARTNERS CORPORATIONS OTHERS 
of Per Cent Per Cent Per Cent Per Cent 
Establish- Per of of of of 
ments No. Centt No. Total No. Total No. Total No. Total 
(1) = (2) (3) (4) (5) (6) (7) ~~ (8) (9) (10) 
EGS fis cesecs nites 10,155 100.0 6,390 62.9 2,152 21.2 1,590 15.7 2 02 
100.0 330 56.7 123 21.1 128 22.0 i 02 
100.0 1,844 68.0 505 18.6 338 12.5 24 0.9 
100.0 7I 53.4 38 28.6 24 18.0 _- — 
100.0 1,602 65.1 527 21.4 322: 13 9 0.4 
100.0 5.453 65.7. 1,430 17.2 1,403 16.9 15 0.2 
99.9 168 66.9 49 19.5 34 13.5 soniiiteans 
99.9 29,957 67.8 9,714 22.0 4,292 9.7 0.4 
100.0 33972 64.0 1,642 26.5 584 9.4 0.1 
100.0 393 68.5 118 20.6 61 10.6 0.3 
100.1 11,232 60.1 4,490 24.0 2,864 15.3 0.7 
100.1 334 62.7 140 26.3 59 ILI _- — 
100.0 1,041 56.6 490 26.7 299 16.3 0.4 
100.0 21,275 57.8 6,774 21.6 3,199 10.2 0.4 
100.0 1,270 60.9 433 20.8 382 18.3 0.0 t 
99.9 2,076 69.7 587 19.7 313 10.5 0.0 *t 
100.0 580 63.0 172 18.7 109 11.8 6.5 
100.0 3,489 61.1 1,693 29.7 512 9.0 0.2 
100.0 5,059 65.7 1,898 24.6 738 869.6 0.1 
100.0 405 51.5 186 23.7 IQI 24.3 0.5 
100.0 1,604 61.7 627 24.1 316 12.1 2.1 
100.1 3,721 66.2 1,407 25.0 487 = 8.7 10 0.2 
100.0 1,059 47.9 633 28.6 503 22.7 18 0.8 
99-9 1,811 59.7 835 27.5 383 12.6 3 O.% 
10,133 100.0 6,196 61.1 1,977 19.5 1,579 15.6 381 3.8 
100.0 106 54.1 51 26.0 38 19.4 I 0.5; 


*The absolute figures, from which the percentages were computed, were compiled from 
Tables 7 and g of Census Reports, Vol. VII, Twelfth Census of the United States . . . (Wash- 
ington, D.C.: United States Census Office, 1902), Manufactures, Part I, pp. 503, 511-80. The 
data on establishments in the hand trades of each area must be gathered from Table 9 and be 
subtracted from the number of all manufacturing establishments given in Table 7. (Nore: 
The separate area fotals given here check with the figures on establishments exclusive of those 
in the hand trades given in Table 6, ibid.; they also agree with similar totals in Table ro, 
ibid., except for very slight differences for Kansas, South Dakota, and Wyoming. Data on the 
various forms of enterprise are not given in Tables 6 and 10, zbid.) 

t The sum of percentages in columns (4), (6), (8), and (10). 

t Less than 0.05 per cent. 


To bring out clearly the geographical variation in the proportion 
of the total establishments owned by corporations, the figures of col- 
umn (8) of Table I can be arrayed and divided into three equal parts; 
each part might then be plotted in a distinctive fashion on a map of the 
United States. Speaking broadly, west of a north-south line drawn as a 
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continuation of the eastern boundaries of Montana and Wyoming, 
corporation-owned manufacturing establishments formed a very high 
percentage of the total number of establishments; the same condition 
existed in a smaller area of the Middle West (the states of Wisconsin, 
Illinois, and Missouri) ; on the East Coast there was a still smaller like 
area (Connecticut, Rhode Island, New Jersey, and Delaware). The 
states in which the degree of corporate ownership was lowest formed, 
in general, a great arc extending from New York downward through 
Pennsylvania, Maryland, and most of the southern states to Texas. 
That corporate ownership was not particularly prominent in the states 
of the southeastern part of the country is not surprising in the light of 
its well-known lack of industrial development. The condition of ex- 
tensive corporate ownership in Connecticut, Rhode Island, New Jersey, 
and Delaware also conforms to expectations. New Jersey for years had 
been the chief home of the largest American corporations; * Delaware 
was beginning to bid for the business of chartering such enterprises; * 
Rhode Island was said to have “the highest degree of manufacturing 
development,” for it produced manufactures of a greater per capita 
value than those of any other state; ° and Connecticut had freely granted 
special charters that had incorporated business units with extensive 
privileges.* But most of the remainder of the picture on corporate 
ownership derived from column (8) of Table I would scarcely have 
been predicted. 


The Industry Effect. A cursory examination of the 1900 Census data 
showed that the corporation was more extensively used in some manu- 
facturing industries than in others—and, of course, the same is true 
today. Table II illustrates the point, but merely in a broad fashion, 
for all kinds of manufacturing are classified into the fourteen major 
industrial groups (exclusive of the hand trades) used in the 1900 Census. 
There the chemical and the tobacco industries form the two extremes; 


3 Derived from data in John Moody, The Truth About the Trusts: A Description and Analysis 
of the American Trust Movement (New York: Moody Publishing Company, 1904), pp. 453-68, 
478. 

4 Loc. cit. 

5 Census Reports, Vol. VII, Twelfth Census of the United States, 1900, 7: Manufactures, Part 
I, clxxxi and clxxix—clxxx. 

6 William W. Cook, The Corporation Problem (New York: G. P. Putnam’s Sons, 1891), 


pp. 110-13. 
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in the former, 40.5 per cent of the manufacturing establishments of 
the country were owned by corporations, while in the latter only 2.3 
per cent were similarly owned. 

The question then was: Do the industrial variations in the degree 
of corporation use explain a large or a small part of the geographical 
variation in corporate ownership? That is, could it be shown that, say, 
California had a large (and New York a small) percentage of its manu- 
facturing establishments owned by corporations because the industrial 
composition of its manufacturing activities was conducive to the ex- 
tensive use of the corporation (while New York’s was not)? 

The industrial distribution of the manufacturing establishments 
among the fourteen groups given in Table II is readily available in the 
1900 Census for the fifty-one major political subdivisions listed in 
Table I.” In order to arrive at a theoretical number of corporation-owned 
manufacturing establishments for each jurisdiction, the national per- 


TasveE II 


INDUSTRIAL VARIATION IN THE DEGREE OF CORPORATE OWNERSHIP 
OF THE MANUFACTURING ESTABLISHMENTS 
OF CONTINENTAL UNITED STATES, 1899 * 


Industrial Percentage of Establishments 
Group Owned by Corporations 


All Industries (excluding the hand trades) 
. Food and kindred products 
. Textiles 
. Iron and steel and their products 
. Lumber and its remanufactures 
. Leather and its finished products 
. Paper and printing 
. Liquors and beverages 
. Chemicals and allied products 
. Clay, glass, and stone products 
. Metals and metal products other than iron and steel 
. Tobacco 
. Vehicles for land transportation 
. Shipbuilding 
. Miscellaneous industries 


* The percentages in this table were computed from absolute figures given in Table XII 
(p. Ixvi) of the 1900 Census volume cited in note 5. (The data on hand trades given in that 
Census table were, of course, eliminated.) 


7See Table 6 (pp. 484-500) of the 1900 Census volume cited in note 5. 
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centages of Table II were applied to the total number of establishments 
in each of the fourteen major industrial groups of each state and terri- 
tory. This procedure gave for each area the number of manufacturing 
establishments that would have been present in each locality because 
of its industrial pattern if the corporation had been used there in each 
industrial group to the same extent that it was so used nationally. 
The actual and the theoretical numbers of corporation-owned estab- 
lishments of each area were then expressed as percentages of the total 
establishments of their area; the resulting figures were ranked and 
correlated.* The result was only mildly encouraging: a coefficient of 
+ .47. 

Further study of the detailed industrial data of the 1900 Census in- 
dicated that a higher correlation coefficient based upon only fourteen 
industrial groups could not have been expected. Each of the fourteen 
groups is too broad. Group 2, covering textiles, for example, included, 
among others, the factory manufacture of men’s clothing where 
corporations owned only 4.2 per cent of the establishments and the 
manufacture of cotton goods where corporations owned 72.8 per cent of 
the establishments. 

Despite the size of the task, an operation similar to that described 
above for the fourteen industrial groups was carried out upon the 335 
separate industries set forth in Table 9 of the 1900 Census volume al- 
ready cited. Only forty-nine separate geographical areas, however, were 
used. These were the same as those of Table I above, except that Alaska 
was excluded and the figures for the Indian Territory were combined 
with those of Oklahoma. In order to arrive at a theoretical number 
of corporation-owned manufacturing establishments for each jurisdic- 
tion, first, the national percentage of the total establishments that were 
corporation-owned in each industry was applied to the total estab- 
lishments in that industry in each jurisdiction,’ and, second, the result- 
ing theoretical industry numbers were totaled for each jurisdiction. 


8 Here and elsewhere in the study where a simple correlation coefficient was calculated on 


2 
ranked data, use was made of Spearman’s formula: p = 1 — a , where D is the differ- 
ence in rank and n the number of pairs of items. 

A rank correlation of the absolute numbers of actual and theoretical corporation-owned es- 
tablishments for the 51 areas yielded a coefficient of +.97, but that correlation has a spurious 
element—the actual and the theoretical numbers for each state (or territory) are related to the 
total number of establishments in the same jurisdiction. A y2 test confirmed the spurious char- 
acter of this correlation coefficient. 

® The national percentages were computed from the data of Table 9 of the 1900 Census 


volume cited in note 5. 
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The actual and the theoretical numbers of corporation-owned establish- 
ments of each geographical area were then—as for the previously com- 
puted coefficient—expressed as percentages of the total establishments 
of the area. The two sets of percentages yielded a rank correlation 
coefficient of +.76."° 

The conclusion would seem to be that the industrial pattern of an 
area was an important factor in determining the degree to which manu- 
facturing establishments were owned by corporations. This explanation 
is not sufficient, however, to account for the full variation in the figures 


of column (8) of Table I. 


II 


An Aside on Capital Requirements and Corporation Use. Before 
proceeding with an examination of other explanations for the phenom- 
enon under study, it seemed wise to explore the Census data for what 
they could contribute toward answering the question: Why is the 
corporate form of organization used in some industries more frequently 
than in others? An obvious hypothesis is that more capital is needed 
to carry on some kinds of business than others, and the corporation, 
because of its capital-raising power, is found where the largest funds are 
needed. Few would dispute the correctness of the hypothesis, but data 
were at hand and it was decided to examine them. 

From the 1900 Census data, the capital per establishment in 329 of 
the 335 industries previously studied could be computed easily.* A 
rank correlation was then run on these average capital figures and the 
percentages showing the portion of the nation’s establishments owned 
by corporations in each of the 329 manufacturing industries? An 
illustration or two will make the process employed clear. The electro- 
plating industry ranked 15 in average capital and 26 in percentage 
of total manufacturing establishments owned by corporations; the 
comparable ranks for the zinc smelting and refining industry were 
313 and 312 respectively. The result of the rank correlation was a co- 


10 The significance of this coefficient is indicated by the fact that rank correlations greater 
than .29 are observed only about 5 per cent of the time in cases of forty-nine sample observations 
from populations in which there is no real relation between the variables in question. 

11 See Table 2 (pp. 20-55) of the 1900 Census volume cited in note 5. In that Census table 
the data on three small industries of the original 335 were merged with three other unim- 
portant industries; so these six were excluded from this portion of the study. 

12 The percentages were computed from Table 9 (pp. 511-80) of the 1900 Census volume 
cited in note 5. 
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efficient of +-.825. One may say the obvious was proved: Where capital 
requirements were high, the corporation was used. But something is 
gained by putting to test the query on this point, and there was the 
following by-product, which may be of some interest. 


TABLE III 


CAPITAL EMPLOYED PER MANUFACTURING INDUSTRY AND 
THE AVERAGE DEGREE OF CORPORATE OWNERSHIP IN 1899 * 


AVERAGE CAPITAL FOR THE NUMBER OF 
ESTABLISHMENTS IN AN INDUSTRY INDUSTRIES AVERAGE DEGREE OF CORPORATE OWNERSHIP + 


Percentages 
Average 
Deviation 
from 
Arithmetic Arithmetic 
Mean Median Mean 


(3) (4) (5) 
Under $25,000 13.4 11.2 8.25 
$25,000 and under $50,000 29.1 26.7 10.17 
$50,000 and under $75,000 34.2 31.9 10.57 
$75,000 and under $100,000 48.2 41.0 16.89 
$100,000 and under $200,000 55.6 54.2 13.86 
$200,000 and under $300,000 48.7 48.6 10.31 
$300,000 and under $1,000,000 .... 69.8 72.8 . 16.07 
$1,000,000 and over 84.1 84.6 9-44 


* The basic data used here are to be found in Tables 2 and 9g of the 1900 Census volume 
cited in note 5. 

+A simple mean of the separate industry percentages showing the portion of the establish- 
ments in each industry that were owned by corporations. 

Nore: The figures summarized above can be “turned around”: a simple arithmetic mean of 
the average capital per establishment in the industries having a given degree of corporate owner- 
ship can be shown as: 


Percentage of Total 
Establishments of an Industry No. of Simple Arithmetic Mean 
That Were Corporation-Owned Industries of Average Capital 


Under 10 60 $ 10,534 
10 and under 20 61 24,562 
20 and under 30 49 42,785 
30 and under 4o 51 705539 
40 and under 50 27 166,031 
50 and under 60 21 125,608 
60 and under 70 22 242,718 
70 and under 80 20 346,343 
80 and under 90 8 599,589 
go and over 10 1,058,067 
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The data for the 329 industries used in computing this last correlation 
coefficient, when put into tabular form, show the particular amounts 
of capital associated with different degrees of corporate ownership. 
Table III shows, for example, that, in those industries having less than 
$25,000 as the average capital of an establishment, corporations on the 
average owned only 13.4 (or 11.2, if the median is used) per cent of 
the establishments. On the other hand, in industries in which the 
average capital of an establishment was a million dollars or more, 
corporations owned on the average 84.1 (or 84.6, if the median is used) 
per cent of the establishments. It would perhaps not be too rash for the 
economic historian to extend these data and venture the hypothesis 
that around 1899 a business enterprise with a capital of less than $25,000 
had about one chance out of ten of being operated as a corporation, 
while an enterprise with $1,000,000 or more had about eight chances 
out of ten. Perhaps this is too removed from the data to be justified, 
but the hypothesis seems worth suggesting. 


II 


The “Weight of the Past.” Additional reflection about the possible 
causes for the geographical variation in corporation use revealed by 
Table I stimulated study of the residuals from the regression line 
found when computing the rank correlation between the actual and the 
theoretical percentages of total establishments owned by corporations 
in a state (the District, or a territory). When these residuals (the varia- 
tions in the actual degree of corporation use unexplained by the in- 
dustrial pattern) were arranged in order of magnitude, ranging from 
the largest negative residual up to the largest positive residual, an 
interesting array of states, etc., resulted. The sixteen areas with the 
largest negative residuals, beginning with the largest, were: Pennsyl- 
vania, District of Columbia, New York, Maryland, North Carolina, 
Virginia, Kansas, Massachusetts, Tennessee, New Mexico, New Hamp- 
shire, Mississippi, West Virginia, Maine, South Carolina, and Alabama. 
The sixteen political subdivisions at the other end of the range (those 
with the highest positive residuals), ranging from a small to the largest 
positive residual, were: Michigan, Georgia, Wisconsin, Oklahoma and 
the Indian Territory (treated as one unit), Arizona, Wyoming, North 
Dakota, Nebraska, Oregon, Illinois, Louisiana, Montana, Colorado, 
Utah, Missouri, and Washington. A glance at the. two groups, each 
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containing sixteen extreme items, indicates that the degree of corpo- 
ration use, even after allowance for the industrial pattern, was particu- 
larly low in the older, more established regions of the country but 
generally high in the newly developed areas. ** 

The above disclosure led to several somewhat similar hypotheses, 
which are very hard to test statistically. One of these was that the 
corporation was used primarily where there were capital shortages. 
It is extremely difficult to get any adequate measure of regional capital 
shortage. The published interest rates probably do not reflect properly 
the actual interest charges, and thus not the capital shortages. The 
earnings of national banks were studied in the hope of getting figures 
to reflect the actual charges, but bank earnings do not seem to reflect 
capital shortages in a reliable fashion.’* In South Dakota, for example, 
the average rate of bank earnings in the period September 1895 to 
September 1900 was below the average rate for Vermont, and the range 
for the semiannual earnings rates was not particularly large in South 
Dakota. The average and the range of national bank earnings rates in 
South Dakota were probably small because conditions in the area were 
depressed rather than because capital was plentiful. In other words, 
the bank earnings data could show for a number of states both low 
average earnings and small ranges of earnings, either because conditions 
were stable and capital plentiful or because conditions were very de- 
pressed and losses offset the high returns on loans that were repaid. No 
really good way for testing the hypothesis concerning capital shortage 
was developed. 

Another possible explanation for the high degree of use of the 
corporation in the West might be that the high western percentages 
existed because large eastern corporations were to be found in the West 
developing the resources of that section. There is no question that east- 
ern and midwestern corporations opened branches in the more westerly 


13 A rank correlation was run for the forty-nine areas (those set forth in Table I with Okla- 
homa and the Indian Territory combined, but without Alaska) between the residuals referred 
to above and the date of statehood—the latter being used as a rough index of the age of an 
area. The rank correlation was only +.53. It must be remembered, however, that the date of 
statehood is not a very delicate measure of age: each of the original thirteen states had to be 
given the same rank (7); and the three territories of 1899 (Oklahoma and the Indian Terri- 
tory being treated as a single unit), likewise, had to be given the same rank (48). Moreover, 
statehood is really more a matter of political development or maneuvering than an index of 
economic maturity. 

14 For semiannual earnings of the national banks, by locality, from September 1, 1895, to 
September 1, 1900, see Annual Report of the Comptroller of the Currency ... December 3, 
1900, House of Representatives, 56th Cong., 2d Sess., Doc. No. 10 (Washington, D.C.: 
Government Printing Office, 1900), pp. 422-23. 
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states. But it seems extremely doubtful that these corporations formed a 
very large percentage of the corporations operating in the Far West 
at the end of the nineteenth century. It would be difficult to support 
this contention with a large amount of evidence. After having studied 
rather carefully the business directory of San Francisco of 1890, how- 
ever, I feel that the contention is correct.” 

The final hypothesis provoked by the study of the above-mentioned 
residuals is concerned with what may be termed the “weight of the 
past.” Given a progressive shift in business organization (such as took 
place in the United States) away from the individual proprietorship 
and toward the corporation,’® and given the not unreasonable assump- 
tion of a slowness in established business units either to die out or to 
convert to the corporate form, an older area of the country with a 
current pattern of business organization reflecting a long past would 
have a smaller percentage of its establishments corporation-owned than 
would an area with a shorter history—even though at every given date 
the propensity to use the corporation for new enterprises were the same 
throughout the settled portion of the country. Perhaps this point needs 
no demonstration, but the little arithmetical illustration of Table IV 
may make the contention clearer. 

The model set forth in Table IV contrasts the conditions in an older 
established community as it moves through three periods and the con- 
ditions in a newer area that has existed for only the last two of those 
three periods. The rate at which business units are discontinued is kept 
constant through time, but is higher in the newer area than in the 
older one (for the newer area, 15 per cent of the number of firms that 
enter each period, but for the older, only 10 per cent). A more rapid 
rate of growth in the number of business concerns is provided for the 
newer area (40 per cent of the concerns entering the period, but only 
20 per cent for the older area). The proportion of new business units 
organized as corporations is the same in both areas for any given period, 
but this proportion changes over time to allow for a gain in the impor- 
tance of the corporation (for example, 30 per cent in Period 2, but 45 
per cent in Period 3). Study of the table will show that, at the close of 
Periods 1, 2, and 3, corporations form 20, 22, and 26 per cent, respec- 
tively, of the total units in the older area, whereas in the newer area 
the parallel percentages are 0, 30, and 35, respectively. Thus, at the end 


15G. Heberton Evans, Jr., “A Sketch of American Business Organization, 1832-1900,” 
The Journal of Political Economy, LX, No. 6 (December 1952), 475-86. 
16 Loc. cit. 
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of the third period—in spite of an assumption of certain constancies in 
rates—the corporation is substantially more important in the newer 
than in the older area. Perhaps in actuality the rate of incorporation 
was even higher in the newer than in the older areas and that would 
have caused a wider divergence in corporation-use than the model sug- 
gests, but too little is known about the geographical variation in in- 
corporation rates to introduce that kind of modification into the model. 
It is impossible in the present state of our knowledge of the changing 
nature of business organization to evaluate specifically the factor that 
is here called the “weight of the past,” but even on the basis of our 
superficial knowledge it is not unreasonable to assert that conditions 
somewhat similar to those suggested by the model prevailed in the 
United States in the pre-1900 period and were significant in produc- 
ing the conditions set forth in column (8) of Table I. 


IV 


Conclusion. While the rather unexpected distribution of the degree 
of use of the corporate form of business enterprise in the states and 
territories of continental United States around 1900 has not been com- 
pletely explained—and probably never will be—it seems clear that a 
large part of this unusual distribution is to be explained by the indus- 
trial distribution of establishments and a smaller but significant part 
by the slowness of the existing business units to change over to the 
corporate form or to die out. 


Grorce HEBerton Evans, Jr., The Johns Hopkins University 








Reform Unionism: The National Labor Union 


tT National Labor Union represented the first attempt to organize 
a national federation of labor in the United States. The germ of the 
idea for such a national federation of labor had been planted at the 
beginning of the Civil War,’ but it was not until 1866 that plans were 
set in motion to organize such a body. In February of that year William 
Harding, the president of the Coachmakers’ International Union, met 
with Willam H. Sylvis,” president of the Iron Moulders’ International 
Union. A preliminary meeting called by these two leaders led to the 
convening of a national labor convention in Baltimore on August 20, 
1866. From this modest beginning the National Labor Union quickly 
rose to a prominent position. The Chicago Tribune in 1869 estimated 
its membership at 800,000, and Sylvis himself put the figure at 600,000. 
Both estimates are undoubtedly exaggerated, but it is quite apparent 
that the organization represented a large proportion of the nation’s 
laboring force and perhaps at its peak strength numbered between 
200,000 and 400,000." The decline of the union was almost as spectacular 
as its rise, and by 1872 it was totally defunct. 


1 During the Civil War the International Union of Machinists and Blacksmiths adopted a 
resolution calling for the formation of a committee “to request the appointment of a similar 
committee from other national or grand bodies (of Trade Unions) to meet them, fully em- 
powered to form a National Trades Assembly, to facilitate the advancement of the interests 
of labor.”—International Union of Machinists and Blacksmiths, Proceedings, November 1861 
(1863): reprinted in John R. Commons and others, eds., 4 Documentary History of American 
Industrial Society (10 vols.; Cleveland: Arthur H. Clark Company, 1910-1911), IX, 117; here- 
inafter cited as Commons, Documentary History. 

2 William H. Sylvis was the most prominent and successful labor leader of his generation. 
It was due to his efforts that the Iron Moulders’ International Union was founded in 1859. In 
1863 he was elected to the presidency of this organization and built it into one of the most 
successful labor unions in the country. Sylvis was also very active in the National Labor Union 
and was responsible for a good part of its success. In 1868 he was elected to the presidency of 
this organization. Unfortunately Sylvis died on July 27, 1869, at the age of forty-one. His 
death seriously affected the National Labor Union, which disappeared three years later. The 
best study of Sylvis is Jonathan Grossman’s William Sylvis, Pioneer of American Labor (New 
York: Columbia University Press, 1945). There is also much information not obtainable else- 
where in James C. Sylvis, The Life, Speeches, Labors and Essays of William H. Sylvis (Phila- 
delphia, 1872). Charlotte Todes, William H. Sylvis and the National Labor Union (New York: 
International Publishers, 1942), calls attention to some neglected aspects of Sylvis’ life. 

3 James C. Sylvis, Life .. . of William H. Sylvis, pp. 64-65; Boston Daily Evening Voice, 
March 30, 1866; Commons, Documentary History, 1X, 126-27. 

4 Chicago Tribune, February 16, 1869, cited in Philip S. Foner, History of the Labor Move- 
ment in the United States (New York: International Publishers, 1947), pp. 376-77; John R. 
Commons, ed., History of Labour in the United States (4 vols.; New York: Macmillan Com- 
pany, 1918-1935), II, 126; Richard F. Hinton, “Organization of Labor: Its Aggressive Phases,” 
Atlantic Monthly, XXVII (May 1871), 549, 557. 
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At the beginning the National Labor Union was composed of rela- 
tively homogeneous groups. Seventy-seven delegates were present at 
the first congress, representing fifty local trade-unions, thirteen trades’ 
assemblies, five eight-hour leagues, and two national trade-unions. The 
representation of the latter group, however, was much, stronger than 
it appeared, for all presidents and secretaries of national unions were 
given invitations to attend with the right to speak but not to vote. 
Furthermore, a number of delegates representing minor organizations 
were at the same time high officials of national unions. Actually, ten 
national unions were represented at the first congress. At subsequent 
conventions, as the National Labor Union took on more and more of a 
reform character, the delegates began to form a heterogeneous group. 
By 1867 there were in attendance delegates from antimonopoly associa- 
tions and land and labor leagues. At the time of its demise, these diverse 
groups were the preponderant elements in the National Labor Union.” 

These are, however, only the bare facts of the rise and decline of 
America’s first national labor federation. As we will see, the National 
Labor Union was more a reform movement than a modern job- and 
wage-conscious phalanx, and drew more from the humanitarian heri- 
tage of the ante-bellum period than it contributed to the development 
of a modern labor ideology. 

The National Labor Union was, first of all, an outgrowth of the 
American democratic movement aimed at restoring equal opportunity 
for all. To workers, the chief threat to this equality of opportunity was 
the development of large-scale organization, even monopoly, in in- 
dustry, transportation, and finance. The National Labor Union, there- 
fore, was from the beginning antimonopoly. Many workingmen 
believed that the currency situation was fostering the growth of large- 
scale industry and monopoly. The idea of currency reform had first 
been raised by Edward Kellogg,’ who began to study the problem 


5 Commons, History of Labour, Il, 96-97, 115; Foner, History of the Labor Movement, 
5 ASI: 

6 Kellogg felt that the degradation of labor proceeded naturally from the Federal Govern- 
ment’s monetary legislation, for it permitted bankers to create and to loan money. By withholding 
capital these men could create a scarcity of money, and thus charge extremely high interest 
rates. Kellogg came to the conclusion that the “fundamental reform” was the lowering of the 
interest rate. He wanted the Federal Government to establish a “National Safety Fund,” which 
would issue paper money based on real estate and bear a fixed rate of interest of 1 per cent. 
This in turn would force private agencies to lower their interest rates in order to meet this 
competition. It would make capital available at a very cheap rate, and, since trade-unions 
would be able to get cheap capital, the wage system would be painlessly abolished. Kellogg’s 
views can be found in his Labor and Other Capital: the Rights of Each Secured and the Wrongs 
of Both Eradicated (New York, 1849). See also Foner, History of the Labor Movement, pp. 
421-22 and Commons, History of Labour, Il, 119-21. 
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after he had lost his fortune in the panic of 1837. His ideas were taken 
up and extended by the National Labor Union.’ On the surface it might 
appear that the demand for monetary reform was a reflection of the 
currency agitation that was sweeping the country at the time.* Actually, 
this idea went far deeper than mere inflationism; the real purpose of 
those who advocated reform was a complete revamping of society, for 
they sought to organize economic life on the basis of a large number 
of small producers. 

Briefly stated, the National Labor Union held that all wealth and 
property was the product of labor and that under a just monetary 
system workers would receive most of the products of their own toil. 
The real cause of labor’s distress was that workingmen were not receiv- 
ing their just share, for “nonproducing capital” was getting too much. 
Furthermore, the organization claimed that the rate of interest was the 
determining factor in deciding what proportion of production should 
be awarded to capital and labor. Money was regarded merely as the 
medium of distribution. Its function was simply to act as a correct and 
uniform standard of value. The task of Congress was to see that it per- 
formed this function.® These ideas were not unlike those held by the 
advocates of “hard money” during the 1830's and 1840's. 

Sylvis did a good deal to publicize this theory. In a series of articles 
appearing in the Chicago Workingman’s Advocate in 1869, he attacked 
bitterly the extremes of wealth and poverty that existed in the United 
States. He pointed out that from such a situation revolution was a 
distinct possibility. Sylvis, who had been greatly influenced by the 
monetary theories of Edward Kellogg, claimed that the natural increase 
in the nation’s wealth in the past seventy years had been less than 4 per 
cent annually. Therefore, any rate of interest above 4 per cent was 
“direct robbery upon labor,” since it took away from labor the increased 
product which it had been instrumental in producing.”® 

Closely associated by the National Labor Union with the unjust rate 





7 Chester M. Destler, “The Influence of Edward Kellogg Upon American Radicalism, 1865- 
1896,” Journal of Political Economy, XL (June 1932), 338-39, 344-48. 

8 During the Civil War the Federal Government had issued about $450,000,000 in green- 
backs. After the war the debtor classes demanded that this money remain as part of the national 
currency. The 1868 Democratic Party platform endorsed the “Ohio Idea”—the demand that the 
national debt be paid in greenbacks. 

® Chicago Workingman’s Advocate, August 31, 1867. 

10 William H. Sylvis, “What Is Money?,” reprinted in James C. Sylvis, Life . . . of William 
H. Sylvis, pp. 351-87. These articles originally appeared in the various issues of the Chicago 
Workingman’s Advocate between February 27, 1869, and June 19, 1869. 
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of interest as a cause of labor’s distress was the banking structure of the 
United States. Three years prior to the formation of the National 
Labor Union, Congress had established the national banking system. 
Many members of the National Labor Union regarded banks, and 
especially national banks, with great hostility. At the 1868 congress 
Jonathan Fincher ™ objected to a proposed resolution dealing with the 
subject on the grounds that it was not within the sphere of trade-union- 
ism. Sylvis immediately arose to answer him and remarked that a “bank 
in any shape is a licensed swindle; and the greatest swindle ever im- 
posed upon our people is our present national banking system.” *” 
Sylvis’ position was quickly confirmed by the convention. 

As a substitute for the national banking system, the National Labor 
Union requested that the Federal Government enter the banking field. 
It advocated a system whereby treasury notes were to be made legal 
tender in the payment of all debts, public and private. These notes, in 
turn, were to be convertible at the option of the holder into government 
bonds which bore a just rate of interest below the rate of increase in 
the national wealth. The creditor was to have the right to take either 
lawful money or the interest-bearing bonds and was to have the privi- 
lege of converting one into the other at his pleasure.’* Under this plan 
the interest rate would be lowered and the machinations of bankers 
done away with. 

Allied with currency and banking reform was tax reform. The 
National Labor Union demanded that all government bonds be subject 
to taxation and that the national debt be dispensed with as quickly 
as was feasible. Finally, the organization asked that the entire tax 
structure of the nation be overhauled. The platform pointed out that, 
since the rich had more at stake in the Civil War, they should pay a 
greater proportion of its costs.’* Sylvis remarked that the tax system 
which apportioned taxes on a per capita basis was grossly unfair, for 
the “poor man, with a family of six, pays as much tax in the prices he 
pays to feed and clothe them as his neighbor worth his millions, with 


11Jn 1863 Fincher had founded Fincher’s Trades’ Review, probably the finest labor journal 
in the country at that time. Between 1863 and 1871 he started four independent labor news- 
papers. He always opposed independent political action by labor and advocated a form of pure 
and simple trade-unionism. See Fincher’s Trades’ Review, October 10, 1863, April 1, 1865, 
April 22, 1865, and July 1, 1865. 

12 Proceedings of the Second Annual Session of the National Labor Union, Assembled in 
New York City, September 21, 1868 (Philadelphia, 1868), p. 46. 

13 Chicago Workingman’s Advocate, August 31, 1867. 

14 [bid., September 11, 186g. 
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a family of equal numbers.” ** It seems obvious that the National Labor 
Union had a system of progressive income taxation in mind. 

Not only was the entire financial structure of the nation attacked, 
but the land policy of the Federal Government was also brought under 
close scrutiny. In 1862 a homestead act had been passed by Congress 
providing that a quarter-section of unoccupied land was to be given 
to homesteaders on payment of a nominal fee after five years of actual 
residence. Yet the National Labor Union realized that in practice this 
law was not living up to its expectations. At the first congress in 1866 
a resolution was adopted asking that public lands be distributed to 
actual settlers only.*® The following year a more specific resolution was 
passed demanding that the public domain be sold in reasonable amounts 
to actual settlers only at the minimum price established by the govern- 
ment. It was desirable that land be distributed as widely as possible in 
order to prevent land monopoly, which in turn encouraged and aided 
the formation of monopolies in other fields.’* Later this request was 
modified, and the government was asked to distribute free land to actual 
settlers in amounts not exceeding one hundred and sixty acres.’* Fearing 
that further state and national grants of lands to railroads and corpora- 
tions would further enhance their monopolistic power, the National 
Labor Union sought to end all such grants, and it even asked that all 
uncultivated lands held by the railroads for speculative purposes be 
taxed at the same rate as improved lands in that locality.” 

In this matter of land reform the National Labor Union had been 
influenced by the theories of George Henry Evans. For more than 
forty years Evans had devoted his energies to agitation for land reform. 
His antimonopoly and free homesteads program exerted an influence 
long before the “single-tax” proposal of Henry George. The National 
Labor Union took over many of Evans’ ideas and adapted them to 
its own uses. The reason for land reform was a rather simple one. If 
there were large amounts of public land available, unemployed work- 
ingmen could proceed to them. In other words, the existence of a large 
amount of public land would act as a safety valve.” Sylvis held this 
then-prevalent view. In a speech in 1867 he remarked that capital was 





15 William Sylvis to George Babor, January 17, 1868, in James C. Sylvis, Life... of 
William H. Sylvis, p. 309. 

16 Chicago Workingman’s Advocate, September 1, 1866. 

17 Tbid., August 31, 1867. 

18 Jbid., August 27, 1870. 

19 Jbid., August 31, 1867. 

20 [bid., September 1, 1866. 
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attempting to get possession of all the available land and thus cut off 
all retreat for the workingmen. “There is still hope for the toiler,” 
proclaimed Sylvis, “though he be driven to the wilderness for suste- 
nance, while he can stand upon a portion of God’s footstool and call 
it his own.” * 

As another means of guaranteeing economic equality, the National 
Labor Union advocated the eight-hour day. During the decade of the 
1860’s there had been a strong eight-hour movement on a national 
scale. The chief prophet of this movement was Ira Steward,” who was 
not without influence on the National Labor Union. The first conven- 
tion in 1866 decided to press for state and national legislation to secure 
the eight-hour day.”* The organization also advocated a mild protective 
tariff, the purpose of which was to encourage the manufacture of arti- 
cles for which this country had the raw materials.** Additional demands 
of the National Labor Union included the establishment of a federal 
department of labor and mechanics’ institutes, lyceums, and reading 
rooms.” This latter proposal was intended to aid in the education of 
workingmen, who would then be able to put their leisure time to more 
constructive use. 

The National Labor Union then faced the practical problem of 
achieving the reforms it advocated. Here again the organization drew 
upon past experience. The period before the Civil War had seen a 
tremendous upsurge of humanitarianism, one aspect of which was 
“communitarianism”—an effort to reconstitute society along co-opera- 


21 James C. Sylvis, Life... of William H. Sylvis, p. 180. 

22Tra Steward converted the isolated efforts of workingmen to achieve the eight-hour day 
into a general demand for state and national legislation. Steward’s theory was that wages were 
dependent upon the habits, customs, and wants of workingmen rather than on the law of 
supply and demand. Since technological invention was the only way to increase the productive- 
ness of capital, labor could increase its surplus by encouraging the introduction of mechaniza- 
tion. An increase in the desires of workingmen could be brought about only if the competition 
of low standard labor was eliminated. Hence the eight-hour day. The compulsory reduction of 
hours would increase the laborer’s desires and would compel him to demand still higher 
wages, which, because of increased productiveness, the employer would pay. Steward predicted 
that eventually the workers would be able to buy the capitalists out with their increased earn- 
ings, thus introducing a semisocialist co-operative commonwealth. Commons, History of Labour, 
II, 87-90, and his Documentary History, IX, 277-330. 

23 Chicago Workingman’s Advocate, September 1 and 8, 1866. 

24 Ibid., August 27, 1870. The California Executive Committee of the National Labor 
Union issued a statement asserting that “free trade is nothing short of the practical degradation 
of American labor to the standard of European pauper, and Chinese rice-eating labor.”— 
Address of the Executive Committee of the National Labor Union of the State of California. 
June 15th, 1871 (San Francisco, 1871), p. 24. 

25 Chicags Workingman’s Advocate, September 1, 1866. The demand for a federal depart- 
ment of labor was placed in the platform primarily because of Sylvis’ efforts. James C. Sylvis, 
Life . . . of William H. Sylvis, pp. 74, 316-17; Grossman, William Sylvis, pp. 255-56. 
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tive lines. Although most of the communitarian experiments failed, 
they left a heritage of opposition to the growth of monopolistic practices. 
The National Labor Union revived this co-operative tradition in the 
sixties in the form of efforts to establish many co-operative endeavors. 
At the first congress a resolution was adopted which urged the establish- 
ment of co-operative workshops and stores.”* By doing this, remarked 
a prominent labor journal, the buyers would also become the sellers 
and thus cut out unnecessary middleman expenses.” Co-operation was 
not, however, the peculiar monopoly of workingmen, for immediately 
-after the Civil War many people had awakened to the possibilities 
anherent in it.” 

Sylvis was the most ardent exponent of co-operation. He regarded 
it as an arrangement in which the interests of labor and capital would 
be united.” Although Sylvis regarded combination of laboring men as 
a useful device, unionization could not give workers permanent security 
because it did not go to the root of the problem of poverty. “The cause 
of all these evils,” he remarked, “is the WAGES SYSTEM. So long as 
we continue to work for wages . . . so long will we be subjected to 
small pay, poverty, and all of the evils of which we complain.” *° 

Unfortunately Sylvis did not fully understand the theory of co-opera- 
tion, for he rarely made a distinction between a producer and a con- 
sumer co-operative.’ His union, the Iron Moulders’ International 
Union, established a number of co-operatives, but most of them failed. 
Sufficient capital could not be raised,” and invariably the co-operative 
degenerated into a joint stock company, and then the stockholders’ 
interests as owners made them demand profit from their investment.* 
Ferdinand Lassalle in Germany recognized the basic fallacy in the 
co-operative movement—that the individual or small productive unit 
represented a dying economic era. He advocated large factory units 





26 Chicago Workingman’s Advocate, September 1, 1866. 
27 Ibid., May 9, 1868. 

28 Cf. New York Tribune, September 22, 1869; Edwin L. Godkin, “Co-operation,” North 
American Review, CVI (January 1868), 150-75; Horace Greeley, Recollections of a Busy Life 
(New York, 1868), p. 157; Commons, History of Labour, 11, 110-12. 

29 James C. Sylvis, Life . . . of William H. Sylvis, p. 197. 

30 [bid., p. 266. 


31 Grossman, William Sylvis, p. 196. 
32 Most labor leaders realized at the outset that any attempt at establishing co-operatives 


would be under the severe handicap of not being able to secure sufficient capital and credit. This 
was an additional reason why they advocated monetary reform. With a lower interest rate it 
would be easier to secure the necessary funds. 

33 Jonathan Grossman, “Co-operative Foundries,” New York History, XXIV (April 1943), 


208-9. 
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with the state supplying the necessary capital and credit to the produc- 
tive co-operative societies. 

Since the National Labor Union placed so much emphasis upon the 
use of co-operative techniques, it naturally minimized the use of the 
strike. The first congress adopted a resolution that deprecated strikes 
and urged their use only as a last resort.** In 1868 this resolution was 
withdrawn, primarily because it might have an adverse effect upon a 
strike in progress among the New York City bricklayers.*® However, 
there was no real change in principle. Another reason why strikes 
were not looked upon with favor by workingmen was that few notable 
successes were achieved by the strike during this period. In adopting 
a hostile attitude toward the use of strikes the National Labor Union 
appears to have been in harmony with many of the national trade- 
unions. For exampie, the Shoemakers’ National Union in 1868 adopted 
a resolution forbidding the use of the strike and maintaining that their 
organization was mainly co-operative in nature rather than protective.*° 
The Plasterers’ International Union recognized that strikes were un- 
desirable although at times necessary.*’ Similarly, the Carpenters’ and 
Joiners’ National Union recommended that a system of co-operation 
be established, and in 1871 the International Typographical Union 
recommended that all disputes be settled by arbitration.** 

The co-operative movement reached its height in 1868, but then 
quickly declined. The practical failure of co-operation then led the 
National Labor Union to turn to direct political action by the workers 
as a means of securing redress of their grievances. The tradition of 
using the ballot box to secure specified objectives was an established 
right of all Americans. Therefore, it was only natural that workingmen 
should attempt to use governmental machinery through the democratic 
process to attain their desired ends. 

The problem of whether the organization was to work through the 
two-party system or establish its own independent political party first 
arose during the eight-hour discussion at the first congress. At this 
meeting the Eight-Hour Committee presented a resolution asking that 


34 Chicago Workingman’s Advocate, September 1, 1866; James C. Sylvis, Life... of 
William H. Sylvis, p. 68. 

35 Proceedings of the Second Annual Session of the National Labor Union, p. 21; Commons, 
History of Labour, Il, 123, 129. 

36 Chicago Workingman’s Advocate, August 1, 1868. 

37 [bid., July 11, 1868. 

38 Jbid., October 2, 1869; Proceedings of the Nineteenth Annual Session of the International 
Typographical Union ... June, 1871 (Philadelphia, 1871), p. 49. 
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all “honorable means” be used to secure the enactment of a shorter 
working day. It also recommended that each locality adopt those 
methods that were best suited to its needs. The report by the Eight- 
Hour Committee was rejected by the convention and referred back for 
further consideration. The final report recommended that a national 
labor party be established and put into operation “as soon as possible.” *° 

The movement to establish a labor party reached fruition in 1870. 
The congress meeting in that year appointed a committee to call a 
national labor convention in order to nominate a national ticket for 
the 1872 election. The Labor Reform Convention, as it was called, met 
at Columbus, Ohio, on February 21, 1872, and adopted substantially 
the platform of the National Labor Union.*” Judge David Davis of 
Illinois and Governor Joel M. Parker of New Jersey were nominated 
for president and vice president, respectively.** After the Democrats 
nominated Horace Greeley, Davis withdrew his candidacy. Apparently 
the only reason that he had accepted the nomination in the first place 
was to try to strengthen his chances for the Democratic presidential 
nomination. No candidate was chosen to replace Davis, and both the 
Labor Reform Party and the National Labor Union disappeared as 
active bodies. 

The more the National Labor Union emphasized political action, the 
more it ceased to voice the basic needs and aspirations of the mass of 
workers. The Address of the National Labor Congress to the Working- 
men of the United States, issued in 1867, for example, took the position 
that trade-unions were merely the “creation of necessity, and... 
purely defensive in character.” ** The Chicago Workingman’s Advo- 
cate echoed this sentiment when it remarked that trade-unions were 
simply a temporary expedient, for they did not attack the basic prob- 
lems of workers.** 

The trade-unions, naturally, did not care for the condemnation of their 
organizations as temporary expediencies. But so long as they were in 
agreement with the National Labor Union’s program as a whole, there 





39 Chicago Workingman’s Advocate, September 1, 1866. 

40 [bid., August 27, 1870, February 4, 1871, February 24, 1872. There was, however, one 
minor addition to the platform. To try to gain reform votes, a resolution advocating civil 
service reform was adopted. 

41 [bid., February 24, 1872. 

42 The first congress of the National Labor Union appointed a committee to prepare an 
address to American workingmen. This address was not completed until a few weeks before 
the 1867 congress and was primarily the work of Andrew C. Cameron, the editor of the 
Chicago Workingman’s Advocate—Commons, Documentary History, 1X, 153. 

43 Chicago Workingman’s Advocate, May 14, 1870. 
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was little difficulty. However, as the National Labor Union turned more 
and more toward reform with its consequent emphasis on political 
action,** the trade-unions began to leave the organization. In 1870 the 
Cigar Makers’ National Union adopted a report that advocated severing 
relations with the National Labor Union “for the reason of it being an 
entirely political institution, and no benefits deriving therefrom.” A 
similar resolution was also adopted by the Bricklayers’ National 
Union.** The delegates from the International Typographical Union 
to the 1870 congress of the National Labor Union attacked the hetero- 
geneous character of that body and remarked that they 


failed to discover any thing in the proceedings, with the exception of the report 
of the Committee on Obnoxious Laws, that would entitle the Congress to represen- 
tation from a purely trade organization. The Congress was made up of delegates, 
with few exceptions, who openly avowed the object to be the formation of a 
political party. Played-out politicians, lobbyists, woman-suffragans, preachers 
without flocks, representatives of Associations in which politics are made a quali- 
fication for membership, and declaimers on the outrages perpetrated on poor Lo, 
formed the major part of the Congress. The session was one of continuous con- 
fusion, in which personalities abounded, and charges and counter-charges were 
made of attempts to run it in the interest of both the old political parties.*® 


At the 1871 congress of the National Labor Union only twenty-two 
delegates were present, and a majority of these were primarily agrarian 
reformers. There was not one single delegate from any of the national 
trade-unions, and only two bona fide labor organizations were repre- 
sented.*’ The opposition by the trade-unionists to political action as a 
method of achieving the anticipated reforms ultimately split the 
National Labor Union and was one of the primary causes of its failure. 

The opposition of the constituent unions to political action was not 
the only obstacle that confronted the leadership of the National Labor 
Union during the period of its seemingly greatest strength. There were 


44 Sylvis, in requesting the National Typographical Union to send delegates to the 1869 
congress, wrote: “The times are big with issues of momentous import to all workingmen, the 
discussion of which is without the province and the settlement without the power of purely 
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or indirectly traceable to glaring defects in our political system. The eradication of these defects 
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workingmen.”—Proceedings of the National Typographical Union, Seventeenth Annual Session, 
1869 (Cincinnati, 1869), p. 28. 

45 Chicago Workingman’s Advocate, February 18, 1871. 

46 Proceedings of the Nineteenth Annual Session of the International Typographical Union 
.. » June, 1871, p. 29. 
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four major obstacles standing in the way of achieving the goal of a 
working class united in politics. They were the problems of Negro, 
female, contract, and prison labor. 

The first, the problem of Negro labor, was indeed a pressing one. In 
the South, emancipation had intensified an old rivalry between Negro 
and white workers. At the first congress of the National Labor Union 
no mention was made of the problem. The Address of the National 
Labor Congress to the Workingmen of the United States was the first 
attempt to meet the problem. The committee drawing up this docu- 
ment recognized that the interests of labor were one, and any discrimi- 
nation on either racial or religious grounds was harmful to all working- 
men.*® 

At the 1867 congress a special committee was appointed to deal with 
the subject. This group reported that there was so much “mystery” 
involved in the question that it should be laid over until the following 
year.” A heated discussion immediately took place. Some argued in 
favor of the Negro, others against. The point was raised whether the 
trade-unions would be willing to accept the Negro, regardless of the 
stand that the National Labor Union would take. It was suggested 
that the report be recommitted and the committee be instructed to 





forget about the subject. Sylvis cogently pointed out that the problem 
could no longer be avoided. “There is no concealing the fact,” he re- 
marked, “that the time will come when the ‘negro will take possession 
of the shops if we have not taken possession of the negro. If the work- 
ingmen of the white race do not conciliate the blacks, the black vote 


999 50 


will be cast against them. 

The report was finally recommitted, and the committee later reported 
that the constitution obviated the necessity of taking a specific stand on 
the subject, for it made no mention of the Negro.” This position was 
adopted. It was quite obvious that the problem was so touchy that many 
labor leaders wished to avoid it if possible. Since the constitution made 
no mention of race, the advocates of unity could claim victory, while 
their opponents could claim that they had beaten down an attempt to 
raise the question. At the 1868 congress the problem was again evaded. 
By this time, however, new developments were rapidly bringing the 
problem to the attention of white labor. Negroes had formed their own 


48 Commons, Documentary History, 1X, 158-59. 

49 Chicago Workingman’s Advocate, August 31, 1867. 
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organizations and were actively engaged in strikes, especially in the 
South. Negroes were also being used by many employers as strike- 
breakers, and white workers were being replaced by cheaper Negro 
labor.” 

At the beginning of 1869 Sylvis had undertaken a trip to the South 
to examine at firsthand the conditions that existed there. His attitude 
toward the Negro revealed many opinions held by the great majority 
of whites. First of all, Sylvis ardently opposed Radical Reconstruction 
and attacked the Freedmen’s Bureau as a gigantic fraud—an organiza- 
tion that taxed the white labor of the North in order to feed the idle 
Negroes of the South. He sought the destruction of the Bureau and 
remarked that he would make “the idle loafers work.” °* Even when 
his loyalty to the working class made him accept the fact that some 
sort of unity was absolutely necessary, he could never wholeheartedly 
accept the Negro. At first Sylvis advocated separate organizations, but 
soon he realized that this was inadequate. Even when he accepted 
complete unity, he was never able to rid himself of the ingrained views 
then so prevalent among whites. Unity to him was of a “shotgun wed- 
ding” variety.”* 

At the 1869 congress a few prominent Negro leaders were present. 
A resolution proposed by Horace Day affirming that the National Labor 
Union recognized no color and inviting all Negro labor organizations 
to send delegates to the next convention was adopted.” At this conven- 
tion Isaac Myers, a Negro delegate, made a speech that demonstrated 
that the colored race did have articulate spokesmen.” 

The fact remains, nevertheless, that regardless of the pious pro- 
nouncements of the National Labor Union, the trade-unions refused to 
admit Negroes into their organizations. The Cigar Makers’ National 
Union limited membership in 1868 to “white male” journeymen.” The 
International Typographical Union adopted a report which regretted 
that the Negro question had been raised in the first place and left the 
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admission of Negroes to subordinate unions.” At the 1871 convention 
of the Bricklayers’ National Union a heated fight took place. One dele- 
gate, for example, remarked: “I wouldn’t let a nigger into our union, 
and if he came in I would go out. We will not recognize a nigger brick- 
layer in Baltimore.” In the face of such opposition the convention 
took no position on the issue. 

Complicating this problem even further was the fact that there were 
few common objectives that whites and Negroes could agree upon. The 
Negro had little interest in currency reform and independent political 
action and directed his efforts toward securing homesteads. Thus, 
until after 1880, the Negro remained an outsider to the organized labor 
movement. In the meantime he acquired an unfortunate reputation as a 
strikebreaker and one who worked for lower wages than whites. 

The second problem, that of female labor, was also important during 
the period under discussion. Women themselves were cognizant of the 
fact that employers hired them for lower wages than they paid to men, 
for the Revolution remarked: “It is yet to be seen whether workingmen 
are wise enough to see, that so long as woman is disfranchised her labor 
is degraded, and capitalists will use her cheap labor to cheapen that of 
the man by her side.” * 

The first congress of the National Labor Union adopted a rather 
vague resolution affirming support of women workers and soliciting 
their co-operation.” The Address of the National Labor Congress to the 
Workingmen of the United States was more explicit, for it demanded 
equal rights and equal pay for women.” At the 1868 congress Elizabeth 
Cady Stanton appeared as a delegate from the Women’s Suffrage Asso- 
ciation, together with three other women delegates from women’s labor 
organizations.™ After a heated debate Mrs. Stanton’s credentials were 
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accepted by a vote of 45 to 18. Later, however, upon objection that 
approval of female suffrage would hinder the development of an inde- 
pendent labor party, the congress adopted a motion explaining that 
the acceptance of Mrs. Stanton as a delegate did not mean that the 
National Labor Union endorsed female suffrage. In other words, Mrs. 
Stanton was simply being accepted as a workingwoman’s representa- 


The following year Susan B. Anthony was expelled by the congress, 
primarily on the ground that she had used the Workingwomen’s Pro- 
tective Association as a strikebreaking agency. Admitting this charge, 
she claimed that women could obtain employment only as strikebreakers 
because unions barred them from membership and normal avenues of 
employment.” Despite the expulsion of Miss Anthony, the National 
Labor Union never reversed its position advocating equal rights and 
equal pay for women, even though it refused to endorse female suf- 
frage. It was one of the first organizations to take such an advanced 
position. The national trade-unions, however, refused to go along with 
such a program, for very few of them admitted women. The organiza- 
tion of women still remained to be accomplished. 

The third development undermining labor unity was contract and 
Chinese labor. The use of this labor was of fairly recent origin and was 


becoming a favorite device of employers. Under the pressure of the 
California delegation, a resolution was adopted in 1870 condemning 
the presence of coolie labor.** The National Labor Union never ob- 


negroes—are destined to form a triple power that shall speedily wrest the sceptre of govern- 
ment from the non-producers—the land monopolists, the bondholders, the politicians.’”-—-Revo- 
lution, II (October 1, 1868), 200. 

65 Proceedings of the Second Annual Session of the National Labor Union, p. 23. 

66 At first the convention was friendly to her and accepted her credentials by the close margin 
of 55-52. This was later reversed, and her credentials were returned to her by a vote of 63—-28.— 
Chicago Workingman’s Advocate, September 4, 1869. Unfairly the Revolution remarked that 
the result showed “that the worst enemies of Woman’s Suffrage will ever be the laboring classes 
of men. Their late action towards Miss Anthony is but the expression of the hostility they feel 
to the idea she represents.”—Revolution, IV (August 26, 1869), 120. 

87 There was a strong minority of leaders within the National Labor Union, like William H. 
Sylvis and Richard Trevellick, who advocated female suffrage. Their espousal of this cause, 
however, was a purely pragmatic one. They felt that it would mean more potential votes for 
the Labor Reform Party. At first Sylvis felt that woman’s place was in the home. He then 
advanced to a position where he advocated female suffrage on “moral’’ issues only—intemper- 
ance, tobacco, Sunday labor, and so on. Finally Sylvis accepted social and economic equality for 
women. He was also influenced by humanitarian motives, for he had seen the horrible working 
conditions of women and the low wages paid them. James C. Sylvis, Life... of William H. 
Sylvis, pp. 119-20, 399-400; Grossman, William Sylvis, pp. 226-29. 

68 Chicago Workingman’s Advocate, August 27, 1870. See also the Address of the Executive 
Committee of the National Labor Union of the State of California, p. 62. 





140 Gerald N. Grob 


jected to European labor per se, but only to the importation of contract 
labor specifically designed to lower wages and break strikes. 

Out of this came the interest of the National Labor Union in the 
First International. Sylvis had always been a strong advocate of affili- 
ation,” and in 1870 the National Labor Union declared its adhesion 
to the principles of the First International and its intention to afhliate 
with it in the not too distant future." The previous year Andrew C. 
Cameron had attended the meeting of the First International at Basle, 
Switzerland, as the unofficial representative of the National Labor 
Union. Cameron, however, played a very minor part at this meeting.” 
The interest of the National Labor Union in the First International was 
clearly stated by Sylvis. He felt that regulation of contract labor was a 
necessity and perhaps could be accomplished through international 
agreement and co-operation among workingmen of all nations.” This 
was a tacit recognition of the international competition of labor. It 
would be a mistake, however, to assume that the National Labor Union 
endorsed the radical class-conscious program of the First International. 
The National Labor Union was simply seeking aid in abolishing the 
use of contract labor, and it turned to the First International for such 
assistance. However, when it came to actual affiliation with the First 
International, the National Labor Union balked at taking positive 
action. 

Finally, the organization demanded that prison labor be abolished.” 
The use of such labor was not a recent development, for as far back 
as 1830 workingmen had been protesting against the competition of 
cheap prison labor.” 

Thus, if these four problems could be resolved, a great step would be 
taken toward achieving unity among all workingmen. On the two 
most pressing problems, those of Negro and female labor, the National 
Labor Union adopted a very advanced position. While this policy was 
not implemented by the trade-unions, it did serve a useful purpose. 
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After all, ingrained prejudices generally take many generations to 
uproot, and the National Labor Union did begin the long process of 
education, if only in a half-hearted manner. 

The National Labor Union was essentially a pioneer organization. 
Coming at a time when the United States was in the midst of a great 
economic, social, and technological revolution, the organization sought 
to solve or perhaps mitigate some of the problems that the working class 
faced. To meet some of these new developments traditional concepts 
and past experiences were utilized; for problems that had no precedent 
new policies were evolved. 

Faith in the people was an implicit part of the philosophy of the 
National Labor Union. Out of this faith came the belief that the 
people might use the government to solve their difficulties. Precedent 
heavily reinforced this doctrine. The theory that the years between 
the American Revolution and the Civil War was a period of laissez 
faire is a fiction. It was rather a period where state action in economic 
life was accepted by all groups.”* Even those who argued against legis- 
lation regulating child labor and working hours, for example, admitted 
that the government had the power to pass such laws.’° The mature 
development of the antistate doctrine came after the Civil War when 
the great corporation rose to a position of prominence.” It was only 
natural for the National Labor Union to accept the tradition of power- 
ful and active government. 

The National Labor Union was never a class-conscious body. It vigor- 
ously denied that the program it advocated was in the interests of a 
special class."* This was not a mere rationalization of their beliefs. The 
thinking of the working class was still colored by the belief that this 
class was the only legitimate body of the community. From this natu- 
rally proceeded the corollary that measures on behalf of the working 
class could not be tainted with the odium of special privilege and class 
legislation. This philosophy represented a genuine belief of working- 
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men. As the organization of business developed on a large scale and 
markets expanded as a result of improved transportation and com- 
munications, the factory system began to appear in a mature form. 
The workers, however, refused to recognize the functions that the new 
groups, which had arisen as a result of the industrial expansion of the 
nation, were performing in the new economy. Their thinking was still 
colored by the simple master-workman relationship in which both 
employee and employer performed similar functions and the lines 
between classes were indistinct and fluid. The laboring class was prone 
to look upon the new groups as parasites living off the earnings of 
those who actually were the producers. 

The program of the National Labor Union accurately reflected these 
beliefs. The emphasis on co-operation was designed to restore a society 
where the simple master-workman relationship was dominant. The 
analysis of many workingmen brought them inescapably to the con- 
clusion that it was the creeping specter of monopoly which was at the 
root of all their troubles. When co-operation failed to achieve the antic- 
ipated relief, it was perhaps inevitable that the next weapon that the 
National Labor Union would turn to would be political action. 

In the final analysis the National Labor Union failed because of the 
emphasis that it placed on political action. The local trade-unions 
were willing to support the national organization only if there were 
concrete benefits to be gained. As the National Labor Union came to 
place its primary emphasis on political action, a tension was created 
between the national leadership and the local constituent organs that 
proved to be so strong that the national organization disintegrated. 
But the National Labor Union did play an important part in the history 
of American labor. It served as a guidepost for later movements, for 
many of the problems which it faced were similar to the problems that 
would be faced in the future. Its experience would prove useful in 
formulating a program that would succeed in meeting the challenge 
to the workingmen by the new industrial order. 
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Notes and Review Article 


THE RAILROAD LAND-GRANT LEGEND 


In a recent review of L. L. Waters’ Steel Trails to Santa Fe, Joseph T. Lambie 
challenged the claim long maintained by persons who deem it proper to defend 
railroad land grants on the grounds that the government lost nothing by donating 
one half the public land in broad strips twelve to eighty miles wide, since it 
doubled the price it charged for the reserved sections within the same strip." 
Mr. Lambie refers to D. Philip Locklin, Economics of Transportation, for the 
fallacy in the argument. Unfortunately, Mr. Locklin’s treatment is theoretical 
and he confuses rather than clarifies the issue. That Mr. Waters should have 
entertained at this late date such a quaint notion, for which no substantial evi- 
dence was ever offered other than loose statements based simply on the fact that 
the government did double the price of the reserved lands, shows how long mis- 
conceptions can last and how difficult it is to have well-documented corrections 
commonly accepted. 

The claim has validity only if, of the following assumptions, combinations of 
one, two, four, and five or three, four, and five are correct. The assumptions are: 
(1) that within the primary grant there would be as many reserved sections as 
granted sections; (2) that in areas previously surveyed and opened to pre-emption 
little or none of the reserved land had been disposed of at the time the grants 
were made; (3) that the double minimum price extended to the alternate sections 
outside the primary grant in the “lieu” area; (4) that the reserved land was sold; 
(5) that it sold for $2.50 or more an acre. 

Assumption (1) is theoretically correct only for a small group of railroads 
having land grants, including the Illinois Central, Mobile and Ohio, Cairo and 
Fulton, Pacific of Missouri (two branches), Hannibal and St. Joseph, and two 
other lines in Arkansas and Mississippi. In a series of acts in 1850, 1852, and 1853, 
alternate even sections within a strip of land extending six miles on each side of 
the proposed railroads were given to Illinois, Missouri, Arkansas, Mississippi, and 
Alabama which in turn gave them to these companies to aid in building their 
lines. Since section 16 in each township in these states had earlier been given for 
common schools, the railroads could take land in lieu thereof in the “indemnity” 
or “lieu” area between six and fifteen miles farther from the lines. Theoretically 
the railroads would get on each side of their lines seventeen sections within a 
township in the primary area and one lieu section in the indemnity area for every 
six miles of road, and the government would reserve eighteen sections within the 
primary area on each side to be sold at the double minimum price. Assumption 
(1) applies theoretically to grants containing 7,276,000 acres or 5.5 per cent of 
the total acreage contained in the railroad land grants, but it does not apply to 
94.5 per cent of the acreage contained in the grants. 

Beginning in 1856 all land grants with the exception of a small one to Missis- 
sippi provided for the donation of odd sections in place of the even section previ- 
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ously donated.® By this change the school sections would come out of the double 
minimum tracts reserved to the government. In Michigan, Wisconsin, Iowa, Flor- 
ida, and Louisiana the land-grant railroads would theoretically receive one more sec- 
tion in each township than the government would reserve at the double minimum 
price. In Minnesota and Kansas and other states in which the Pacific Railroads 
were located, the beneficiary lines would theoretically receive two more sections 
in each township than the government would retain. To put it differently the 
government gave the Santa Fe, Union Pacific, Northern Pacific, and all other land- 
grant railroads west of the Missouri 12.5 per cent more land than it reserved to 
itself within the primary area.‘ 

Assumption (2) is easily discarded as having no basis in fact. Before the grants 
were voted, settlers and speculators anticipated the railroads by making many 
selections of land that otherwise might have fallen to the railroads. For example, 
the Illinois Central along great stretches of its line could find no land to select 
either within the primary or lieu areas and in consequence took all the even sec- 
tions in other areas where settlers had previously shown no interest. Within the 
primary grant area there were only 1,223,921 acres in the reserved odd sections 
that were priced by the government at $2.50, whereas the railroad had received 
2,595,053 acres.° 

In eastern Kansas the amount of land taken up by settlers and speculators or 
reserved for Indians was so great that the Kansas and Neosho Railroad, later the 
Missouri River, Fort Scott and Gulf, received only 21,341 acres of a grant that 
at its theoretical maximum would have been 1,024,000 acres. Representatives of 
this railroad later found the obligations accompanying the grant far heavier than 
the lands were worth and successfully urged its forfeiture as an act of relief.® For 
a distance of 105 miles in eastern Kansas the Leavenworth, Pawnee:and Western, 
now the Kansas branch of the Union Pacific, received practically no land.’ The 
Leavenworth, Lawrence, and Galveston Railroad for its line from Lawrence to 
the southern border of Kansas was entitled to over a million acres, but actually 
acquired title to only 62,510 acres.® None of these lines were to get compensation 
in lieu areas elsewhere, but three other Kansas railroads were in a different and 
more favorable position. 

The land grants to the Missouri, Kansas and Texas (Katy), the Atchison, 
Topeka and Santa Fe, and the St. Joseph and Denver railroads included the odd 
sections within ten miles on each side of their lines and the right to select lieu 
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lands in the indemnity area ten miles beyond on each side. Similar privileges to 
the eastern Kansas railroads had not been very helpful, for neither within the 
primary nor the indemnity areas were there lands for selection. The Katy, the 
Santa Fe, and the St. Joseph and Denver being extended into central Kansas where 
lands had not been picked over were able there to get compensation in whole or 
in part in the lieu area for the odd sections they were denied in the more eastern 
portion of the state. Since the experience of the Santa Fe best illustrates this point, 
emphasis is placed on it. 

For a distance of 112 miles from Atchison westward, the Santa Fe picked up 
only a few tracts of the 716,800 acres to which it was entitled. Beyond Cotton- 
wood Falls (Strong on the railroad) for a distance of 180 miles the Santa Fe 
secured in the lieu area compensation for all the land it failed to get in the eastern 
portion and for such odd sections within the primary area beyond Cottonwood 
Falls as had been entered by settlers before its grant was made in 1863. In its 
advertising literature the Santa Fe showed its grant as being forty miles wide 
including alternate sections within both the primary and lieu areas from Cotton- 
wood Falls to Kinsley and twenty miles wide from Kinsley to the Colorado 
border.® 

This concentration of selections within the lieu area which resulted from the 
loss of lands in the primary area farther east is significant because the government 
derived no compensating advantage from double minimum price land in the 
lieu area. Assumption (3) is false; the double minimum applied only to the 
primary area of the grants. Since all the early grants were in partly developed 
territory where the sections that might have brought the double minimum had 
already been taken up, there was no prospect that the return from sales would 
compensate for the donations. Though the grants to the Union Pacific, the 
Kansas Pacific, and the Central Pacific did not provide for lieu lands they did 
provide for odd sections which, because of the education donations, assured that 
the reserved sections would never equal the granted sections. 

Assumption (4) that the reserved sections bearing the double minimum price 
were sold pays scant attention to the free grant policy embodied in the Home- 
stead Act of 1862 and to the statistics of land sales. True, until 1879 homesteads 
of only eighty acres could be located within the primary grants (Civil War 
veterans were allowed to homestead full quarter-sections by the Act of July 15, 
1870) 1° and settlers wishing to round out a quarter had either to pre-empt 
another eighty-acre tract at $2.50 an acre or buy from railroads at higher prices. 
In 1879 the unit of homestead entry on the double minimum was increased to 
160 acres for all.!1 Speculators, farm makers wishing to get title in order to borrow 
on it, town planners, cattlemen, and lumbermen continued to buy land after 1862, 
but not in such quantity within the primary grants as to return to the govern- 
ment from the double minimum anything more than a small fraction of the value 
of the lands given to railroads. 





9 Description of the Atchison, Topeka and Santa Fe Railroad Company Lands in South Cen- 
tral and South West Kansas (ca. 1881), a folded brochure. 

10 16 U.S. Stat. at L. (1870), 321. 

11 Act of March 3, 1879, 20 U.S. Stat. at L. (1879), 472. 
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Kansas may be neither a typical nor representative state in the consideration 
of public land questions, but a glance at the statistics of land sales in it will 
serve to show how little there is to the legend under examination. The total of 
federal grants to railroads in Kansas whether made directly or through the state 
is 8,346,603 acres. To have come out even on the grants, the government would 
have had to sell an equal number of acres within the primary area at the $2.50 
price. No such amount of land was sold, but instead in all of Kansas both within 
and outside the primary areas only 4,323,779 acres were sold between 1863 and 
1890 when sales ended except for scattered tracts, and these brought not $2.50 
but a mere $1.39 an acre.!? Instead of the $20,866,507 the government needed to 
recoup its loss from the donations, it received only $6,140,630, and much of this 
came from acreage sold outside the primary area and was in no way the result 
of the land grants or the double minimum. 

In summary: Assumption (1) is only applicable to 5.5 per cent of the area 
granted to railroads; assumption (2) applies to none of the early grants that are 
included in the area just mentioned; assumption (3) is completely wrong; assump- 
tions (4) and (5) apply to such a limited amount of land as to make them un- 
tenable. The railroad land-grant legend should henceforth appear in no other 
form than as a legend originally offered as an argument in support of donations 
to railroads and later used to defend past policy.'* 





Paut W. Gates, Cornell University 


12 Computed from Annual Reports (Commissioner of the General Land Office, 1863-1890, 
1932). 

13 For other corrections of the treatment by historians of railroad land grants, see Robert S. 
Henry, “The Railroad Land Grant Legend in American History Texts,” Mississippi Valley 
Historical Review, XXXII (September 1945), 171-94, and the numerous replies to Colonel 
Henry’s criticisms in the same journal, XXXII (March 1946), 557-76. 


MANAGERIAL EMPLOYEES IN ANTHRACITE, 1902: 
A STUDY IN OCCUPATIONAL MOBILITY 


A considerable literature has now accumulated on the topic of occupational 
mobility, both horizontal and vertical: its degree, forms, and possible significance. 
Most of the research has consisted of field studies of the contemporary situation. 
Historians have remained largely aloof, even though the articles by William Miller 
and his associates * have shown the vulnerability of many generalizations on the 


1 Several relevant papers are contained in recent issues of the American Sociological Review, 
American Journal of Sociology, and Social Forces. See also Percy E. Davidson and H. Dewey 
Anderson, Occupational Mobility in an American Community (Stanford: Stanford University 
Press, 1937); Richard Centers, The Psychology of Social Classes (Princeton: Princeton Univer- 
sity Press, 1949); Delbert C. Miller and William H. Form, Industrial Sociology (New York: 
Harper and Brothers, 1951), pp. 668-76. 

2 William Miller, “American Historians and the Business Elite,” JouRNAL oF EcoNnoMIc 
History, IX (November 1949), 184-208; Miller, “Recruitment of the American Business Elite,” 
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subject imbedded in recent historiography. The present paper is offered as a 
contribution to the empirical study of this problem. It deals specifically with the 
social origins and career patterns of sixty-five managerial employees in the 
anthracite industry in 1902, from corporation presidents down to foremen. It is 
based largely on the autobiographical testimony given by these persons before the 
Anthracite Coal Strike Commission of 1902-1903.° 

Since Mr. Miller and his associates were concerned with the backgrounds of 
top-level business executives, they could employ a fairly scientific sampling tech- 
nique, which they have described in detail. Even so, they were frequently unable 
to find the required information about individuals in their samples. In the present 
investigation, which reaches further down in the occupational hierarchy, this diff- 
culty became insuperable. The evidence that follows is not derived from an 
exhaustive study of all managerial employees in 1902, nor is it based on a random 
sample. The sample used should perhaps be called haphazard. The writer has 
no reason to think that it is highly biased for purposes of this inquiry, but he 
would be surprised if it was perfectly representative. Therefore, for each occu- 
pational category discussed below, the size of the sample is given in relation to 
the size. of the statistical universe. 

These limitations of the source materials will be obvious. But it is also im- 
portant to ask what factors should be controlled in an investigation of this prob- 
lem. Although a definitive answer must await the prosecution of several em- 
pirical studies, the following considerations may prove to be relevant. This paper 
suggests that the upward mobility of native-born workers was greater than the 
upward mobility of foreign-born workers in the anthracite industry. The degree 
of upward mobility might also vary between different regions of the country,. 
between cities and rural areas, between periods of war and peace, between pros- 
perity and depression, between industries, and between large and small firms in 
the same industry. And there might well be long-term trends in the degree of 
mobility operative in the American economy as a whole. 

During the period with which this article is concerned, roughly from the Civil 
War to 1902, the anthracite industry was expanding rapidly, with interruptions 
in 1873-1879, in 1884, in 1893-1899. Production of anthracite was about 12 million 
net tons in 1865, about 57 million in 1900.* Although, without doubt, production 
expanded more rapidly than employment, it seems certain that employment in 


Quarterly Journal of Economics, LXIV (May 1950), 242-53; Miller, “The Business Elite in 
Business Bureaucracies,” in Miller, ed., Men in Business: Essays in the History of Entrepreneur- 
ship (Cambridge: Harvard University Press, 1952), pp. 286-305; Frances W. Gregory and Irene 
D. Neu, “The American Industrial Elite in the 1870's,” in zbid., pp. 193-211. 

3 An industry-wide strike in anthracite, involving more than 140,000 workers, began May 
12, 1902. The strike was still in effect the following autumn, and a shortage of anthracite 
seemed imminent. President Roosevelt then appointed a seven-man commission to hear testimony 
on the dispute and recommend a settlement. The testimony of the managerial employees who 
appeared for the operators before the commission dealt chiefly with events from 1899 to 1902, 
focusing on the technology of anthracite production or on alleged insubordination by produc- 
tion workers. But many of these managerial employees, presumably in order to validate them- 
selves as expert witnesses, gave outline sketches of their careers. 

£United States Bureau of the Census, Historical Statistics of the United States, 1789-1945 
(Washington, D.C.: Government Printing Office, 1949), Series G 13-18, p. 142. 
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1902 was at least three times as great as in 1865. Conclusions about the degree 
of mobility reached from study of the anthracite industry in a period of growth 
obviously should not be applied to other industries that were growing less rapidly 
or declining, such as the cotton textile industry of New England. 

The general structure of management in the anthracite industry can be under- 
stood by reference to the Philadelphia and Reading Coal and Iron Company, the 
largest producer in the industry, with 26,000 employees and 37 collieries. Since 
this company, like the other major firms, was a railroad subsidiary, its president 
knew little about the technical aspects of mining. The chief operating executive 
was the general superintendent. Next in the hierarchy came four division super- 
intendents; then ten district superintendents, each of whom had jurisdiction over 
two to six collieries. Each mine had an inside foreman in charge of work under- 
ground, an outside foreman in charge of work above ground, and usually assistant 
foremen. Foremen and assistant foremen were recruited from among the fire 
bosses, who were charged with making an inspection of the entire mine each day 
for dangerous gases. Since the entire industry was conducted by a system of inside 
contracting,” some managerial functions were discharged by the contract miners 
themselves. Each chamber (or “breast”) was contracted to a miner on terms 
specified by the inside foreman, and the miner then hired his own laborers to 
load the coal. In a breast the miner ordinarily employed one or two laborers, but 
on larger contracts ® he might use as many as a dozen. These laborers were re- 
garded by most companies as employees of the miner, so that their names did not 
appear on the payroll of the company. They were compensated by a percentage 
of the miner’s earnings, and the miner was responsible for the safety of his 
laborers. Contract miners, fire bosses, and foremen had to pass an examination 
before they were licensed by the state of Pennsylvania. 

At a conservative estimate, immigrants from eastern and southern Europe com- 
prised 15 per cent of the anthracite labor force by 1890 and 33 per cent by 1902. 
Although a man could become a “good miner,” according to the general super- 
intendent of the Reading, in three or four years,’ these new immigrants in 1902 
were still excluded from the managerial and clerical jobs.? They were referred 
to contemptuously by several company officials and attorneys in the proceedings 
before the Commission of 1902-1903.9 The English-speaking miners allegedly 
used their control of the Miners’ Examining Boards to exclude Slavs and Italians 
from the trade of contract miner.’ During the 1902 strike, a foreign-language 


5 For descriptions of the inside contract system in other industries, see Thomas R. Navin, 
The Whitin Machine Works since 1831 (Cambridge: Harvard University Press, 1950), pp. 
140-49; John Buttrick, “The Inside Contract System,” JouRNAL oF Economic History, XII 
(Summer 1952), 205-21. 

6 Such as sinking shafts, driving gangways, robbing pillars, etc. 

7 United States Anthracite Coal Strike Commission, 1902-1903, Proceedings, XLVI, 7910. 
Copies of this mimeographed transcript may be found in the Library of Congress and in the 
United States Department of Labor Library. 

8 Of the eighty-nine managerial and clerical employees to testify for the operators before the 
Commission of 1902-1903, not one bore a surname from eastern or southern Europe.—lbid., 
passim. 

9 Ibid., LIV, 9559, 9691-92; LV, 9787. 

10 Frank Julian Warne, The Slav Invasion and the Mine Workers (Philadelphia: J. B. Lippin- 
cott Company, 1904), pp. 87-88. 
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document was circulated through the strike zone which purported to show that 
the Irish miners were monopolizing the union offices, favoring other Irishmen 
in their disbursement of strike benefits, and exploiting the union’s members for 
their own profit.14 

The remainder of this paper will consist of an examination of the occupational 
backgrounds and career lines of persons at four levels of management: (a) inside 
foremen, (2) district and division superintendents, (¢) general superintendents, 
(d) company presidents. 


II 


For the anthracite industry as a whole, there was one inside foreman for every 
200 inside employees. Since the collieries of a company were geographically sepa- 
rated from each other, the inside foreman was the chief authority on the premises 
and he was free from close supervision. He had “charge of ventilation and every- 
thing pertaining to the safety of the men at the colliery as well as looking after 
the interests of his employer.” !” He directly controlled the hiring for all inside 
jobs except the miners’ laborers, and indirectly he could control that, too. The 
chief peculiarity in the functions of a foreman in the anthracite industry was his 
enormous influence on rates of pay and therefore on labor costs. The operating 
executives of the companies insisted that it was impossible to fix a standard daily 
wage for miners.!® Except for a small minority of employees, the industry was 
conducted on the basis of individual contracts between the contract miner and 
the foreman. This amounted to a system of payment by the piece, computed 
either (a) by the car of coal, (4) by the ton, or (c) by the linear yard.1* In the 
third method, the price per linear yard was set individually for each chamber. In 
the first two, there was a general rate per car or per ton, but each contract also 
stipulated certain allowances; such as, so much per ton for timbering, so much 
for rock and other waste, so much for installing brattices, etc. For one major com- 
pany, about a third of the total pay of contract miners (and their laborers) in 1901 
came from these allowances.!° An inside foreman, in setting and adjusting allow- 
ances, had constantly to balance the conflicting objectives of low unit costs and 


11 See document labeled “German Copy,” no date, in John Mitchell Papers, Catholic Univer- 
sity of America. 

12 Anthracite Coal Strike Commission, 1902-1903, Proceedings, XLVI, 7927-30. 

13 One general superintendent testified: “Even in Lackawanna County two collieries adjoining 
each other are vastly different. Even gangways in the same ve'n, conditions are different; some- 
times chambers in the same gangway have different conditions, the conditions are so varying that 
it would be impossible to make a uniform day rate for a miner.” Idid., XXXVII, 6152. 

14 This method of payment by the linear yard perhaps needs some explanation. The usual 
width of a chamber was twenty-four feet, and the depth of the excavation was squared off and 
measured each payday. Thus the miner was actually paid according to the cubic feet of coal 
he had mined, whether it was loaded immediately or not. This system was used in areas 
where the veins of coal pitched steeply. In these cases, much of the coal could not be removed 
until the chamber was worked out, because the miner stood on the loose coal to reach the face 
of the workings and because removal of the loose coal would hinder the movement of fresh 
air up to the face. 

15 Anthracite Coal Strike Commission, 1902-1903, Proceedings, XL, 6746-48, 6791-92. 
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high employee morale. The participation of higher management was necessarily 
limited to a review of decisions made by the inside foremen. 

The backgrounds of the men exercising these crucial functions of hiring and 
firing, safety control, and wage determination can be described tentatively on 
the basis of autobiographical testimony by twenty-two inside foremen before the 
commission.!® This constitutes only about a 5 per cent sample of the 454 inside 
foremen in the industry,!* and it was not chosen scientifically. Specific questions 
could not be addressed to the persons included. Obviously, therefore, the data 
relating to inside foremen is quite loose from a statistical viewpoint. 

Four of these twenty-two men had been born abroad. But all four had been 
born in the British Isles; all of them had worked in the mines in the United States 
at least twenty years; all of them had worked in British mines before emigrating 
to the United States. Taking the entire group of twenty-two inside foremen, it is 
possible to state the tenure in the anthracite industry of fifteen: 


Tenure in years Number of foremen 
10 and under 20 

20 and under 30 

30 and under 4o 

More than 40 


The tenure in the industry before becoming a foreman is known for twelve, of 
whom eight had worked from ten to twenty years and four had worked more 
than twenty years. In view of these facts, it is perhaps not strange that the Slavs 
and Italians, who had entered the anthracite industry only after 1880, had not 
reached the managerial ranks by 1902. These new immigrants were not yet quali- 
fied in terms of seniority, however well they might fill the other requirements. 

Eight of the twenty-two men testified that they had begun working full time 
in the mines when they were less than twelve years old, so they could hardly have 
had much formal education. One gets the definite impression that the foremen as 
a group were semieducated. So far as is known, not one of the twenty-two had 
gone to high school. Their training was narrow and practical, and it had been 
secured by working up through the ranks in the industry. There were, however, 
several night schools in the anthracite region which taught grammar, mechanical 
drawing, mining, and other technical subjects. Also some companies had a rather 
formalized method of on-the-job training, in that a foreman might spend con- 
siderable time giving personal instruction to a miner who seemed willing to learn 
but who had not mastered the required techniques of mining.'® 

It would be difficult to say that the background of any specific foreman was 
typical of the group, but the two following do not seem untypical. Theodore 


16 For the relevant testimony, see ibid., XXXI, 4917-51, 4974-80, 5025-28, 5031-41, 5041-53, 
5053-62; XXXIV, 5542-58, 5558-79, 5579-5601, 5603-21, 5625-31; XXXVIII, 6380-81, 
6395, 6416-17, 6429; XL, 6702-3; XLI, 6905-6, 6938-41; XLII, 7106, 7111-12, 7114-15; 
XLV, 7790-91, 7796'%4-97, 7801-2; XLVII, 8110. 

17 United States Geological Survey, 22nd Annual Report, 1900-1901 (Washington, D.C.: 
Government Printing Office, 1902), Part III, p. 98. 

18 Anthracite Coal Strike Commission, 1902-1903, Proceedings, XLVI, 7592, 7574-75. 
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Hogan began working as a doorboy in 1879, when he was eleven years old. He 
became a driver, then a miner’s laborer. After a few years as a company miner 
(working for a daily wage), he became a fire boss, then an assistant foreman. 
When he was promoted to foreman at the age of twenty-eight, he had already 
worked seventeen years in the anthracite industry. George O. Thomas was the 
son of a man who had worked forty years in the mines. Thomas himself began 
working as a breaker boy in his youth. He was then successively a doorboy, a 
driver, a miner’s laborer, a contract miner, a fire boss, and an assistant foreman. 
Finally, after twenty years in the mines, he became a foreman in 1894.!® 

The case histories of these twenty-two foremen also suggest that they had not 
moved much during their careers. The four who were born abroad had all worked 
in anthracite more than twenty years; several of the others had lived all their 
lives in the anthracite region. Only two men testified that they had worked in 
some other industry, both in bituminous coal. Several of these foremen had worked 
for only one firm, and some at only one mine. This impression is substantiated 
by direct testimony before the commission. The general superintendent of the 
Delaware and Hudson Company, a major operator, said that, except for ordinary 
unskilled manual labor, the employees of the company tended to stay put. Even 
when a colliery went out of operation temporarily because of a fire or breakdown, 
it was impossible to get most employees to work at another mine of the com- 
pany; they simply remained idle at their homes until the mine was repaired and 
went back into production.?° Of the 13,000 employees of this firm in 1902, about 
2,000 had worked for it fifteen years or more.*! The degree of horizontal mobility 
seems to have been greater at the higher levels of management. 


Ill 


This section deals with those managerial employees who had charge of more 
than one colliery, but who were below the general superintendents. Men at this 
middle level of management will be called “supervisors” in the remainder of this 
paper.*? The sample used here consists of twenty men.”* This is probably at least 
a 20 per cent sample, and it is well distributed among those companies in which 
this level of management existed.** Therefore the results obtained should be more 
reliable than those given above for inside foremen. 


19 Ibid., XXXIV, 5542-58; XLI, 6905-6. 

20 Anthracite Coal Strike Commission, 1902-1903, Proceedings, XXX, 4725-26. 

21 [bid., XXXI, 4897. 

22 In the Reading company, as noted above, these men were called “district superintendents” 
and “division superintendents.” They were designated by other titles in other companies. But 
for simplicity of exposition a single term was needed, and the writer arbitrarily fixed on the 
word ‘“‘supervisor.” 

23 For the relevant testimony, see ibid., XXXIII, 5401-4, 5430-38; XXXIV, 5523-42; 
XXXV, 5741-44, 5839-41; XXXVI, 5917-20, 5937-40, 5967-70, 5981-6000; XXXVIII, 6293- 
94, 6454; XXXIX, 6461, 6464-65, 6629-31; XL, 6661, 6782-83; XLV, 7677-78; XLVI, 7925- 
27, 7997-98, 8010; XLVII, 8118-19, 8136, 8139. 

24 The Reading company, which employed nearly 20 per cent of the industry’s labor force, 
had only fourteen employees at this level of management. The smaller one-mine companies, 
constituting together a substantial part of the industry, had none at all. Therefore the estimated 
total of 100 supervisors seems quite liberal. 
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Five of these twenty men had been born abroad: two in Scotland, one in Wales, 
one in Ireland, and one in Switzerland. All five had emigrated to the United 
States before they were eighteen years old and had begun working in the anthra- 
cite industry before they were twenty years old. Of the twenty men, the tenure 
in the industry is known for eighteen: 
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The tenure in the industry before reaching their present position is known for 
fourteen of the twenty: 
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Eleven of these twenty men had begun working full time in the mines when 
they were less than twelve years old. As in the case of the foremen, these super- 
visors seem to have had little formal education and to have secured their training 
by long experience in the industry. They too had spent their entire working ca- 
reers in the anthracite fields, although one of them testified that he had worked 
as a youth in the lead mines of Illinois. They too had shown little horizontal 
mobility, having tended to remain with the same company and even at the same 
colliery. 

Two case studies might be enlightening. R. S. Mercur, division superintendent 
for the Lehigh Valley Coal Company, had an unusual history. He began working 
for this company in 1890 in the engineer corps. By 1895 he was division engineer, 
and by 1897 he was promoted to division superintendent. It therefore seems likely 
that Mercur had an exceptional amount of formal or even technical education, al- 
though there is no direct evidence that any of the twenty men in our sample 
had ever attended high school. The career of John McGuire was more typical of 
the group. In 1856, when he was ten years old, he began working in the breaker, 
and two years later he became a driver boy in the mine. He worked as a miner’s 
laborer and then as a contract miner. During the Civil War he served two years 
in the Army. After his release from military service, he went back to the anthra- 
cite industry. He worked a while at shaft-sinking, then successively as a contract 
miner, fire boss, assistant inside foreman, and inside foreman. In 1882, when he 
was thirty-six years old, he became a district superintendent for the Reading 
company. He held this job for ten years. From 1894 to 1902 he was a mine in- 
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spector for the state of Pennsylvania. In May 1902, he went back to the Reading 
company as one of its four division superintendents. 


IV 


The general superintendent was the chief operating executive in each company. 
The sample used here includes sixteen men.?° Of the seven who worked for small 
companies, three had begun working in the anthracite mines before they were 
twelve years old. Two of the seven had acquired some formal training in mining 
engineering, usually by studying at night; the other five evidently had no training 
at all beyond what they had gained by working up through the ranks in the 
industry. These seven men could be considered foremen as well as superintendents, 
since their responsibilities in some cases were not so great as those of an inside 
foreman at any important colliery of one of the big companies. 

The remaining nine general superintendents worked for the major operators, 
and include all but one of the men holding this position in such companies. The 
background of these men is strikingly different from the career lines of men at 
the lower levels of management. Only one of the nine had begun working in the 
anthracite industry when he was less than twelve years old. Five of them had 
received a formal education in civil or mining engineering; two others had served 
for extended periods in the engineering corps of their companies. They had 
shown appreciably more horizontal mobility than had the managerial employees 
at the lower levels; two had worked as civil engineers for railroads, and another 
had been employed in the iron mines of Virginia and the copper mines of Mich- 
igan. At least three of them were still less than forty years old. These nine men 
as a group show that formal education could be substituted for seniority as a basis 
for promotion. 

But the career of John Veith shows that, even at this highest level, formal edu- 
cation was not essential. Veith represents what might be called the “old-style” 
manager. From 1851 to 1863 he worked in several anthracite mines around 
Schuylkill County. He became the boss for a company in 1863, transferred to 
another company in 1869, and again transferred three months later to the Emanuel 
Bast Company at Ashland. In 1872 this company was bought out by the newly 
formed Philadelphia and Reading Coal and Iron Company, and Veith was given 
charge of two collieries. In 1873 he was promoted to district superintendent over 
nine collieries. He was made assistant general superintendent in 1877. A year later, 
his superior died, and Veith, at forty-six, became general superintendent of the 
largest firm in the industry. In 1903, when he was seventy, he still held the job. 

Contrast the career of Sidney Williams. Following his graduation from M.LT., 
he was employed by the Santa Fe Railroad. He then became general manager 


25 For the relevant testimony, see Anthracite Coal Strike Commission, 1902-1903, Proceedings, 
XXX, 4720, 4729-30, 4732; XXXII, 5235-37; XXXIII, 5363-64, 5375, 5381; XXXIV, 5470- 
5523; XXXVI, 6007-9; XXXIX, 6564b, 6591-92; XL, 6652-53, 6762-63; XLI, 6844-46, 6864, 
7003, 7043, 7067; XLII, 7320-21, 7343; XLV, 7613-14, 7628, 7661, 7674; XLVI, 7820-21. 
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of the Philadelphia Belt Line. In 1896, when he was about thirty years old, he 
became controller for the Pennsylvania Coal Company and five years later was 
promoted to general superintendent of that firm. In October 1902, he transferred 
to a similar job at G. B. Markle and Company, one of the largest independent 
operators in the industry, with 2,500 employees. Williams was a “new-style” 
manager. 


Vv 


The sample of chief executives includes the presidents (one chairman) of the 
six big captive companies, and the president of G. B. Markle and Company.”6 
John Markle was the only one of them who had knowledge of anthracite pro- 
duction, but he knew it by virtue of both formal education and practical experi- 
ence. He was born at Hazleton, Pennsylvania, in 1858, son of the founder of 
G. B. Markle and Company. Following his graduation from a mining engineer- 
ing course at Lafayette College in 1880, he immediately became general superin- 
tendent of the company. When his father retired, he became managing partner and 
president. Markle was also by far the youngest of these seven men—a fact which 
suggests that the way to reach the top quickly was to be born into the right family. 

Of the six chief executives of the big captive companies, three had come up 
through the managerial ranks in the railroad industry. Two others were corpora- 
tion lawyers. The sixth was a member of a prominent family of New York mer- 
chants and investors. Although he was the younger brother of a former president 
of the railroad firm, his only experience up to his fiftieth year had been in mer- 
chandising. In regard to formal training, one of the six was an engineer, two were 
attorneys, another had been associated for two years with a law farm specializing 
in railroad matters. Two of the six had degrees from Columbia University, and 
another had attended Franklin and Marshall College for a year. 

Just as Sidney Williams was a new-style manager, so George F. Baer might be 
called a “new-style executive.” Baer, born in Pennsylvania in 1842, began work- 
ing at the Somerset Democrat in 1855. Six years later, he and his brother became 
co-owners of this paper. Baer then began reading law with his brother, and George 
was admitted to the bar in 1864. He quickly attracted attention as a lawyer in 
Reading. In 1870 he became counsel for the Philadelphia and Reading Railroad, 
and later he was made a director. He played a prominent part in reorganizing the 
firm in 1893. In rg01 he became president of the Reading Railroad and its sub- 
sidiaries, including the Coal and Iron Company. Baer himself stated candidly the 
key to his success: “For years confidential legal adviser in Pa. of J. Pierpint Mor- 
gan.” 


26 The seven men are George F. Baer, Thomas P. Fowler, John Markle, Robert M. Olyphant, 
Eben B. Thomas, William H. Truesdale, and Alfred Walter. The following analysis is based 
on biographical data given in Who’s Who in America, 1903-1905; Who Was Who in America, 
1897-1942; Biographical Directory of the Railway Officials of America, Edition of 1906 
(Chicago: Railway Age, 1906); obituaries in the New York Times, April 27, 1914, p. 11, col. 3 
(of Baer), September 5, 1919, p. 11, col. 1 (of Thomas); A Century of Progress: History of the 
Delaware and Hudson Company, 1823-1923 (Albany: J. B. Lyon, 1925), pp. 161-63, 232-33, 
279, 285, 325 (Olyphant); Robert J. Spence, ed., John Markle: Representative American (New 
York: Leonard Scott Publication Co., 1929). 
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VI 


What does all this mean? What does it show about the occupational mobility, 
both horizontal and vertical, of managerial employees in the anthracite industry 
in 1900? The following propositions, although not conclusively demonstrated at 
all points by the data given above, seem fairly secure. The writer doubts that 
more complete evidence would necessitate substantial modification of any of them. 

1. Immigrants from eastern and southern Europe, although they had been 
numerically significant in the anthracite industry since before 1890, had not be- 
gun to reach the managerial levels by 1902, and few of them had become contract 
miners by that time. 

2. Promotion was determined by specific attributes. In the absence of contrary 
evidence, such matters as personal ability and ambition may be assumed. But 
this paper points up the importance of seniority and formal training in engineer- 
ing. Seniority was especially important at the lower and middle levels of man- 
agement; formal education at the highest level. In this group of sixty-five man- 
agerial employees, every man who had finished a college course in engineering had 
become general superintendent of a major company, and the majority of the 
general superintendents had received such training. A few supervisors had learned 
some engineering in night school. But formal education in engineering had only 
begun to penetrate the industry, and it had not reached down below the highest 
level of management. 

3. A large percentage, perhaps a majority, of the foremen and supervisors had 
begun working in the anthracite industry before they were twelve years old. This 
strongly suggests that they were the sons of wage earners and were forced to work 
at an early age for economic reasons. If this be true, they had reached a socioeco- 
nomic stratum substantially higher than the one in which they had started life. 
But the persons who could afford more formal education had a better chance to 
reach the middle and highest managerial levels. 

4. The chief executives of the anthracite companies had little or no knowledge 
of mining. Their training was as corporation lawyers or railroad executives. 
Their chief responsibility was still the administration of railroads. In regard to 
anthracite, they were concerned chiefly with finance and market strategy rather 
than with production. 

5. A majority of the managerial employees had spent their entire careers in 
the industry. Horizontal mobility was greatest at the bottom and at the top of 
the labor force; that is, among the unskilled laborers and the general superin- 
tendents. 

6. The general superintendent of the Delaware and Hudson Company testified 
before the Commission of 1902-1903: “We generally promoted our own men 
where we could possibly do it.” 27 Similar testimony was given by the general 
manager of the Pennsylvania and Hillside Coal Companies: “. . . my effort has 


27 Anthracite Coal Strike Commission, 1902-1903, Proceedings, XXX, 4724. 
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been to recruit our managing force from our employees themselves.” 2° The evi- 
dence shows that the companies were actually guided by this declared policy. 

7. The position held by a man at the end of his career was likely to be related 
to his initial status.2® A man who started his working career as a half-educated, 
untrained boy might become a supervisor, but a person with a college degree in 
engineering could reasonably expect to become general superintendent of a major 
company. 

8. Nor should we overlook another field for advancement. The anthracite re- 
gion grew along with the anthracite industry. New towns and cities were created, 
increasing the demand for professional and business services. Before 1875, the 
mine workers were English, Scotch, Welsh, Irish, and German. Many of the sons 
of these men worked in the mines in their youth, but later left the industry. Going 
to the larger towns in the area, they entered business or a profession. In 1903, a 
majority of the members of the Wilkes-Barre bar were allegedly sons of Irish 
miners; and some judges in the coal counties, according to a long-time resident 
of the region, had begun their careers picking slate on a breaker.®° 

A crude model of occupational mobility in the anthracite industry in this pe- 
riod can now be constructed. Assume a representative group of 200 mine workers, 
aged twenty years, in 1865. In 1902, three of them are inside foremen. There is a 
fifty-fifty chance that another man has advanced even further up the managerial 
hierarchy. What has happened to the remaining 196 men? Here we are left to 
vague conjecture. Perhaps 100 have died from natural causes. Another fifteen 
have died from occupational injuries suffered in the anthracite industry.*! Some 
have left the region for jobs elsewhere, and some are now working in other in- 
dustries in the anthracite area, such as the steel-fabricating plants of Scranton and 
Reading, the railroads, and the construction industry. A few are now small busi- 
nessmen or lawyers or politicians in the anthracite counties. A handful have be- 
come clerical employees of the anthracite companies. The remainder are still 
contract miners, but they are probably getting the most lucrative contracts. 

Clearly a man who began life on the lowest socioeconomic level had negligible 
chances of reaching the highest one. But many men were able to climb far enough 
to satisfy their own standards of success. The supervisor of 1902 had been, not 
uncommonly, a child laborer in 1860. And the child laborer of 1860, if he was 
still alive in 1902, had almost certainly climbed above the socioeconomic level of 


28 Ibid., XXXII, 5303. 

29 For similar conclusions, see the articles by Miller, and by Gregory and Neu, cited in foot- 
note 2 above; Davidson and Anderson, Occupational Mobility, especially pp. 164, 169, 184-85; 
Miller and Form, Industrial Sociology, pp. 675-76; Wilbert E. Moore, Industrial Relations and 
the Social Order (New York: The Macmillan Company, 1946), pp. 486-96. 

30 Anthracite Coal Strike Commission, 1902-1903, Proceedings, XLII, 7164-68. 

31 This estimate was made as follows: From 1881 to 1902, there were about five occupational 
fatalities per year for each 1,000 300-day employees——United States Bureau of the Census, 
Historical Statistics of the United States, Series G 144-58, p. 154. This figure has been projected 
backward to 1865, since there is no reason to think that the fatality rate was lower from 1865 
to 1880 than from 1881 to 1902. We have assumed that the 200 employees in the sample, from 
1865 to 1902, have worked on the average fifteen 300-day years. The entire 200 have then 
worked 3,000 300-day years in the anthracite industry. The occupational fatalities in the group 
would be fifteen men for the period 1865-1902. 
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his father, either by leaving the anthracite industry, by reaching the managerial 
ranks, or by becoming one of the more favored and prosperous contract miners. 


Ray Gincer, Harvard University 


THE BRITISH SUGAR DUTIES 
AND WEST INDIAN PROSPERITY 


The Sugar Act of 1846 stands in the same relation to the end of the cld colonial 
system as does the repeal of the corn laws to the end of protection for British 
agriculture. Both measures were passed by the same session of Parliament and 
both were symbolic of the victory of free trade. The acts of 1846 were crucial 
because the struggle in Parliament and in public opinion was fought on these 
issues and not on the piecemeal reduction of other duties. Nor is their importance 
diminished by the fact that the Peel government was already moving toward free 
trade—nor by the fact that the wholesale removal of protective duties was not 
completed at once. In the public mind, the controversy over free trade was centered 
on specific commodities—corn and sugar. 

With corn, the free traders themselves raised the issue and made it paramount 
in their campaign for repeal. But in the case of sugar it was the protectionists and 
the West India interest that chose the ground on which to make their stand. For 
several years after 1846 they worked intensively against the Sugar Act, principally 
trying to show that the prosperity of the West Indian colonies was being destroyed 
by free trade. The chief literary product of this campaign was Disraeli’s Lord 
George Bentinck, and the chief legislative effort was made in the Sugar and 
Coffee Committee of 1848. In the end the campaign failed. The Sugar Act of 
1848 succeeded only in postponing the final date of free trade in sugar. The import 
duties on British and foreign sugar were equalized in 1854 instead of 1851; but 
this was small satisfaction to the sugar planters, and the Act of 1846 was still the 
crucial turning point. 

Perhaps a more lasting effect of the campaign has been that, while the repeal 
of the corn laws has gone down in history as a “good thing,” the Sugar Act of 
1846 has generally had a bad press. In discussing the results of the act, historians 
have given a number of answers, varying from a clear statement that the West 
Indies were “ruined” by free trade—a position on which the West Indians them- 
selves were unanimous—through a series of modifications stressing other causes 
of West Indian decline. Many have simply shied away from the tangled question 
of West Indian decline, and, in spite of excellent analysis of the problem by some 
writers, we are no closer to a generally accepted answer than we were a hundred 
years ago.? 


1Compare A. P. Newton, A Hundred Years of the British Empire (London, 1940), p. 
295; P. Knaplund, The British Empire, 1815-1939 (New York: Harper and Brothers, 1941, pp. 
244-45; C. E. Carrington, The British Overseas (Cambridge, 1950), p. 514; R. L. Schuyler, 
The Fall of the Old Colonial System (New York: Oxford University Press, 1945), pp. 155-56; 
W. P. Morell, British Colonial Policy in the Age of Peel and Russell (Oxford, 1930), pp. 265-69; 
W. L. Mathieson, The Sugar Colonies and Governor Eyre 1849-1866 (London, 1936), p. v3; 
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In searching for the results of the Sugar Act of 1846, the important point is 
this: the removal of protection could not, by itself, be the cause of West Indian 
decline. All it could do in the long run was to make other causes operative by 
removing a cushion against change, and in the nineteenth century there were 
three major changes detrimental to the interests of the West Indian planter. 
These were the reasons the planters wanted protection. The first was techno- 
logical innovation. At the beginning of the century the West Indian industry 
was established on the basis of the small-scale “estate,” using animals for trans- 
portation and often for power, boiling the cane juice in open “coppers.” Improved 
techniques and new machinery were introduced gradually throughout the cen- 
tury—central factories, vacuum and centrifugal processes in refining, steam power 
and tramways. But these changes came first to new areas of sugar production, 
and this development called for a complete renovation of the West Indian sugar 
industry if it were to continue to compete in a world market. A second chal- 
lenge was presented by the emancipation of the slaves throughout the British 
Empire during the 1830's. In this case the problem was one of social readjustment 
and reorganization of the labor system on a free basis. Finally, the development 
of beet sugar, which became increasingly important from the 1870’s onward, 
introduced a new source of competition for all cane sugar producers. 

From one point of view, therefore, the answer to West Indian decline is not 
to be found in the Sugar Act of 1846, but beyond this measure in other factors that 
made West Indian planters high-cost producers in the first place. And essentially 
it rests, as we shall see, in the way that each individual colony sought to meet the 
challenge of emancipation and technological backwardness. Before this problem 
can be approached, however, it is necessary to examine the intermediate buffer 
presented by the British sugar duties. Certainly some of the West Indian colonies 
were in economic difficulties in the middle decades of the nineteenth century, 
and certainly all of them looked to tariff protection as a way out of their troubles; 
and the argument for protection rested on the assumption that tariff schedules 
like those in force before 1846 would have continued to protect them in the future. 
As a first step in clearing the way for deeper investigation, therefore, it is neces- 
sary to look again at the kind of protection that was being extended, to measure 
its effects on British imports and the price of sugar in England, and finally to see 
whether this protection, if continued, would really have isolated the West Indian 
planter from the competition he feared. 

One aspect of the problem lies in the structure of British sugar duties in the 
early nineteenth century. Several different interests were being protected. There 
was a prohibitive duty on all refined sugar, protecting the British refiners from all 
competition, whether colonial or foreign.” As a result, the production of the British 
colonies was almost entirely an unrefined sugar known as “muscovado,” or, in 
the tariff schedules, “not equal to white clayed.” The rate on muscovado, there- 
fore, is of key importance. But before 1825 there were three different rates, accord- 





C. W. Guillebaud, “The Crown Colonies, 1845-1870,” Cambridge History of the British Empire 
(Cambridge, 1940), II, 730-31; N. Deerr, The History of Sugar (2 vols.; London, 1949-50), 
II, 446; W. L. Burn, British West Indies (London, 1951), pp. 126-31. 

2 British imports of refined sugar were negligible early in the century and rose to only 3.6 
per cent of the total imports during the decade 1853-1862. 
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ing to the origin of the sugar. The lowest was for sugar from the British West 
Indies. A higher rate applied to sugar from the rest of the British Empire, and a 
very high duty was paid by foreign sugar. Foreign sugar, however, could be im- 
ported for refining, since a drawback was paid when it was re-exported to the 
Continent. 

This structure of the sugar duties passed through two periods of important 
change. First, just before and during the social revolution of emancipation, 
Mauritius in 1825 and the East Indies in 1835 were given the same rate as the 
West Indies. At the time, this change was not a serious threat, but it broke the 
monopoly of the West Indians against the rest of the empire, and this fact later 
became very important. From 1836 to 1844 there were only minor general changes, 
the rates being set at 24s. per cwt. for the West Indian group, 32s. for the rest of 
the empire, and 63s. for foreign muscovado. The second major shift began in 1844 
and continued through 1854, when colonial sugar was deprived of protection in 
the British market. The key act, however, was that of 1846. First, in 1844, foreign 
sugar not grown by slave labor was admitted at only 10s. more than the West 
Indian rate, then in the following year all rates were lowered. In 1846 the differ- 
ential was further reduced to 7s. immediately—for all foreign muscovado, whether 
slave-grown or not—and then lowered each year until it disappeared. After 1854 
there was a single rate on muscovado for revenue only, and it too was abolished 
in 1874, when all sugar entered free.? 

It is possible to see the general results of these changes by comparing the annual 
average British imports from various sources and the average price of muscovado 
during three decades: 1821-1830, before either emancipation or competition 
from the rest of the empire had an effect on West Indian plantations; 1836-1845, 
the period of stable duties; and 1853-1862, the period following the shift to free 
trade. (Tables I and II.) 

In the decade 1821-1830 the British West Indies had a practical monopoly in 
the British market, but it made little difference in the price of sugar. West Indian 
ouput supplied the entire British market and some of the re-exports, which were 
sold on the Continent at the world price. This outlet had the effect of keeping the 
price of British sugar close to the world price, in spite of protection. During the 
period 1821-1830 the average premium for West Indian muscovado over Havana 
Yellow, a comparable foreign sugar, was only 6d. Thus the planters profited little 
from protection, and, indeed, they may have suffered from the high rate of duty, 
which reduced the demand for sugar in Great Britain itself.* 

In the decade 1836-1845 the average premium for British muscovado jumped 
to 12s. 4d. (before duty) on the London sugar market, showing that the tariffs 
were finally influencing price. This change was caused by decreased production in 
the British colonies, which, in turn, was caused by slave emancipation. Since 
West Indian sugar production no longer exceeded the British demand, it did not 


3 Parliamentary Papers (hereafter referred to as PP), 1898, Ixxxv [C. 8706], p. 218. 

4 The current West Indian duty of 27s. to 30s. per cwt. represents an ad valorem rate of 87 
to 97 per cent. Furthermore, the elasticity of the demand for sugar was very high. Per capita 
consumption in Great Britain doubled in response to a 44 per cent drop in the price of sugar 
between 1845 and 1854.—Deerr, History of Sugar, II, 430, 532; Guillebaud, in Cambridge 
British Empire, Tl, 706. 
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TABLE I 


ANNUAL AVERAGE IMPORTS OF UNREFINED SUGAR 
INTO THE UNITED KINGDOM 


PERCENTAGE THAT WAS 


Consumed Product of 
Total in TS 
Million Britain Rest of Foreign 
Years Cuts. Empire Countries 
1821-1830 4-37 82.3 7.8 4.2 
1836-1845 4.83 82.9 28.1 14.1 
1853-1862 8.71 92.1 24.8 37.8 


PERCENTAGE CHANGE IN VOLUME OF ANNUAL AVERAGE IMPORTS 
From 


————_—_._EO Sere __ 
Rest of Foreign 


B.W.I. Empire Countries 
1821-1830 to 
1836-1845 . —27.5 +297.4 +374.0 
1836-1845 to 
1853-1862 : +-16.7 +59.4 +384.2 


Sources: PP, 1856, lv (209), pp. 2-3; PP, 1863, Ixvii (272), p. 3. 


have to be sold abroad. With less British colonial sugar entering the world mar- 
ket, the world price had less influence on the price of West Indian muscovado. 
The re-export trade was still carried on, but now largely with foreign sugar that 
could not be sold for consumption in Great Britain on account of the high duty. 
(Tables I and II.) 

Although these changes helped the West Indians to recover in higher prices a 
part of what they lost in lower production, it also brought new British colonial 
producers into the field. Higher prices combined with the tariff changes of 1825 
and 1835 to bring about an increase of almost 300 per cent in imports from the 
empire other than the West Indies, and this new production took over 28 per cent 
of the British market. Clearly, a significant breach in the old dike of protection 
for the West Indies had been made long before 1846. (Table I.) 

In the decade 1853-1862—with equal duties for sugar from all areas—the full 
effect of foreign competition came into play. But the duties were not only equal, 
they were also lower. The result was an amazing increase in the size of the British 
market, brought about by the lowered price. The greatest share of this larger 
market was satisfied, as would be expected, by sugar of foreign origin; but non- 
West Indian empire sugar continued to hold approximately its former share of the 
market, and imports from the West Indies, though a smaller part of the total, 
increased slightly. (Table I.) As a whole, however, the West Indian planters were 
not able to maintain the level of real gross return from the sale of the sugar crop 
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TaBe II 
ANNUAL AVERAGE PRICES OF B.W.I. MUSCOVADO SUGAR 
AND HAVANA YELLOW SUGAR IN LONDON, BEFORE DUTY 
(per hundredweight) 


B.W.I. Muscovado Havana Yellow Difference 

(1) (2) (1)-(2) 

Ss. d. d. S. 

1821-1830 31 10 4 + 
1836-1845 37 5 I +12 
1853-1862 26 I —I 


Sources: PP, 1856, lv (209), pp. 2-3. 


TABLE III 
ANNUAL AVERAGE SUGAR PRODUCTION AND GROSS INCOME 
FROM SUGAR IN BRITISH WEST INDIES 


REAL VALUE 
PRODUCTION Money IN LONDON 
VALUE 
Percentage IN LoNDON 1866-67 Percentage 
Period Tons Change £ Millions £ Millions Change 
1824-1833 204,699 — 69.4 74.6 — 
1839-1846 131,177 —35.9 55.0 59.2 —20.7 
1857-1886 190,690 +45.4 55-7 55.8 —5.7 


Sources: Deerr, History of Sugar, Il, 377; PP, 1856, lv (209), pp. 2-3; PP, 1863, Ixvii (272), 
p. 3; PP, 1878-79, xiii (321), p. 402; A. Sauerbeck, “On the Prices of Commodities and Pre- 
cious Metals,” Journal of the Royal Statistical Society, XLIX (London, 1886), 592, 648. 


in London. (Table III.) They could not meet the new conditions demanding 
higher output at lower prices. The Sugar Act aggravated these difficulties in the 
short run, but new production in other parts of the empire continued to increase 
after 1853, even in the face of foreign competition. In the longer run this increased 
empire production would have had much the same effect as foreign sugar, and 
the pre-1846 tariff structure had provided no protection. 

It is clear, however, why the West Indian planters complained of their ruin 
and blamed the Sugar Act of 1846. What they saw was a sharp and permanent 
drop in the price of their product. (Table II.) And behind the drop in money 
price was a further drop in the real price of sugar. Like Alice, they had to run 
in order to stay in the same place. Comparing the annual averages for 1839-1846 
with those of 1857-1866, a 45 per cent increase in production brought them a 6 
per cent loss in gross real value received for their sugar. (Table III.) 

But, were they ruined? The answer, of course, depends on the costs of produc- 
tion, and reliable information is not available. A good deal of light is thrown on 
this question, however, by the changes in the quantity of sugar produced by 
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different West Indian colonies. (Table IV.) In comparison with changes in the 
world production between 1839-1846 and 1857-1866, the West Indian colonies 
fall into four different groups. Barbados alone increased sugar production at a 
rate greater than the world rate of increase for all sugars. In the second group, 
Demerrara, Trinidad, and St. Kitts still led the world rate of increase for cane 
sugar. The sugar industry of Antigua and St. Vincent, however, was hardly 
holding its own, and that of Grenada and Jamaica was clearly in full decline. 





Tas_Le IV 


CHANGES IN SUGAR PRODUCTION BY TYPE OF AREA 
BETWEEN 1839-1846 AND 1857-1866 


Percentage change in annual 
Kind of sugar or area of production average production 


World total beet sugar 

Barbados cane sugar 

World total—all sugar 

Demerrara cane sugar 

Trinidad cane sugar 

St. Kitts cane sugar 

WORLD TOTAL CANE SUGAR 
Total British West Indies and British Guiana cane sugar 
Antigua cane sugar 

St. Vincent cane sugar 

Grenada cane sugar 

Jamaica cane sugar 


Sources: Deerr, History of Sugar (2 vols.; London, 1949-50), II, 377, 490. 


These figures also go far in explaining why the “ruin” of the West Indian 
sugar industry is often blamed on the Sugar Act of 1846. Jamaica had been the 
largest and most valuable of the West Indian colonies, while Trinidad and 
Demerrara were relatively recent acquisitions. When many Englishmen of the 
period spoke of the West Indies, they were actually thinking of Jamaica. But in 
1857-1866, the annual average sugar production of Jamaica amounted to only 
14 per cent of the West Indian total.® The ruin of the West Indian sugar industry 
was principally the ruin of Jamaica, the Leewards, and the Windwards. Other 
colonies were forced to operate in new, and perhaps less favorable, conditions; but, 
to maintain that the industry in these colonies was ruined, one would have to 
assume that the sugar planter was a species of philanthropist, willing not only 
to produce at a loss for twenty years but actually to increase production by more 
than half. 

Since the sugar duties and their equalization affected all the West Indian 
colonies alike, the problem becomes one of explaining the failure of some islands 
while others succeeded. It is shifted to the internal economic development of 
Jamaica and her neighboring islands. This part of the problem is beyond the 


5 Deerr, History of Sugar, Il, 377. 
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immediate scope of the present examination, but it is still worth while to point 
out some of the factors that must eventually be taken into account. 

One that attracted most attention from the nineteenth-century Jamaicans was 
the supposed disequilibrium between the supply of labor and the amount of land 
in the island. While the quantity of unused land was not the only determinant of 
the wage rate, it was generally true that wages were lower in colonies where 
land was scarce and higher where land was plentiful. In 1848 the daily rate for 
field labor in Barbados and Antigua was only about 7d. In Dominica, St. Vincent, 
and Nevis it was 10d.; in St. Kitts 12d.; in Jamaica and St. Lucia 15d.; in British 
Guiana 20d.; and in Trinidad 25d.® There is, however, an alternative explanation 
of these wage differences. With the exception of Barbados, the low-wage colonies 
tended also to be colonies where the sugar industry was not doing well—where, 
consequently, the demand for labor was slack. The low wages in Barbados could 
be explained by the lack of alternative employment and an employers’ combina- 
tion to keep them low. The actual causes of wage differences can only be deter- 
mined by further research, and this research will have to take account of the 
price levels. Real wages may have been very different from money wages. In 
Jamaica, for example, prices in the nineteenth century were generally 30 to 50 per 
cent higher than those prevailing in England. 

Another factor affecting the labor question was the importation of indentured 
laborers from India. Trinidad and British Guiana imported laborers in large 
numbers during the mid-century period. Jamaica made some attempts but was 
generally unsuccessful. Barbados made no use of induced immigration. Where in+ 
duced immigration was practiced on a large scale, it surely had an influence onthe 
fortunes of the sugar industry, but that influence cannot be determined a priori. 
Induced immigration might act as a subsidy for sugar planters at the expense of 
other taxpayers. It might simply have been an investment, paid for ultimately by 
the planters out of future income. Or it might have been, as it seems to have been 
in Jamaica, more expensive than local labor, but an expense that was borne for 
the sake of stricter control over the labor force. 

Still another factor to be taken into account is the distribution of cane juice 
between the three chief sugar products—rum, muscovado sugar, and molasses. 
Jamaica, for example, was not quite so badly off as sugar production figures alone 
indicate. About 30 per cent of the total value of cane products exported was in 
the form of rum, rather than sugar. Trinidad, on the other hand, exported go 
per cent of the value of its cane products in sugar, the rest being divided between 
rum and molasses. The other major sugar colonies fell somewhere between these 
two extremes, measured in the annual average declared value of colonial exports 
over the period 1859-1863." Furthermore, Jamaica at this time was producing 
5.5 puncheons of rum for each hogshead of sugar, as against only 3.7 puncheons 
during the period 1831-1835.° 

Whichever of these factors will appear, after further research, to be the most 
important, the Sugar Act of 1846 can be ignored as an important cause of the de- 


6 PP, 1849, xxxvii (280), p. 165. 
7PP, 1872, Ixiii [C. 616], pp. 72-79. 
8 PP, 1867-68, xlviii [C. 3995], p. 9. 





164 Philip D. Curtin 


cline of West Indian sugar. At its worst, the Sugar Act was a short-run difficulty, 
although it did show suddenly and dramatically that world conditions had 
changed. It did not, however, “ruin” the sugar industry of the West Indies as a 
whole, because the industry of the West Indies as a whole was not ruined—only 
that of certain islands. Furthermore, the pre-1846 tariffs had only protected the 
West Indian planters from foreign competition, not from the competition of the 
rest of the empire and certainly not the failing islands from the competition of 
the more successful ones. To the extent that Jamaica’s difficulties came from tech- 
nological backwardness, continued protection might have been even more disas- 
trous than a sudden shift to free trade, since it would have put off still further 
the eventual necessity of making a painful adjustment. 

These considerations, of course, apply only to the competition of cane sugar 
and only to the period up to about 1870. In the last three decades of the century, 
all West Indian planters, and, indeed, all cane sugar producers, suffered increas- 
ing competition from beet sugar. Here the precedent of free trade in sugar, set 
by the Sugar Act of 1846, played a part in the economic difficulties of the period, 
but otherwise the beet sugar problem was a new one, only just appearing on the 
horizon in the 1850’s and 1860's. This problem was not successfully solved in 
the 1880’s and 1890’s, but one should not—as some historians have done—place 
the blame on the policy-makers of the 1840’s. In the same sense, it is hardly fair 
to read backwards from the economic policy of the twentieth century in prescrib- 
ing for the nineteenth. Perhaps the sugar industry, even in Jamaica, could have 
been revived and protected by a careful system of price controls, quotas, and 
government credit on easy terms. This was not a possibility in 1846. It was a 
question of no protection vs. the same kind of protection that had been extended in 
the past. 





Puiuip D. Curtin, Swarthmore College 


BUSINESS CYCLES: METHODOLOGY, 
RESEARCH, AND PUBLIC POLICY 


In the spring of 1929, when he wrote the summary chapter for a well-known 
study of the American economy, Wesley C. Mitchell found it necessary to demon- 
strate at length and with painstaking care that the business cycles had not yet been 
“ironed out.” 1 An economist performing a similar task for the present postwar 
period would probably feel compelled to issue only a short warning to the 
optimistic few from whose memories the experiences of the 1930’s had somehow 
been obliterated. For, in spite of seven years of economic prosperity, marred only 
by the mildest of recessions, the fear of another deep cyclical contraction looms 
large in the mind of the informed public. In fact, warnings have been sounded 
from several quarters that we may “talk ourselves into another depression.” In 


1 Recent Economic Changes in United States. Report of the Committee on Recent Economic 
Changes of the President's Conference on Unemployment (New York: McGraw-Hill Book Com- 
pany, Inc., for the National Bureau of Economic Research, Inc., 1929), II, 890-909. 





Business Cycles 165 





such a context of anxiety, contributions to the analysis of business cycles take 
on new significance. The six volumes reviewed here, which run the gamut from 
sophisticated econometric models to detailed proposals for economic stabilization, 
constitute a fairly representative sample of the kind of work that has been done 
in recent years. 


In November 1949, a conference on business cycles sponsored by the Univer- 
sities-National Bureau Committee for Economic Research was held in New 
York, and the eleven papers presented there, together with discussions from the 
floor, were collected in a single volume.” 

Much interest and discussion appear to have centered about Carl Christ’s eco- 
nometric paper entitled “A Test of an Econometric Model for the United States, 
1921-1947” (pp. 35-129). It is an example of the kind of work that is still rare 
in the social sciences. Mr. Christ revised the sixteen-equation econometric model 
which Lawrence R. Klein constructed for 1921-1941° in order to test the 
accuracy of its predictions for 1948. The value of Mr. Christ’s contribution 
extends far beyond the demonstration of the failure of the revised model to fore- 
cast accurately when extrapolated. It is probably the most meticulous and objective 
test of an econometric model ever made and constitutes a guide for future work. 

A noteworthy feature of Mr. Christ’s paper is his use of the “naive model 
test” suggested by Milton Friedman. The test consists of the comparison of 
the accuracy of forecasts made by econometric models with “naive” forecasts 
based upon the simplest of assumptions about the behavior of economic variables. 
For example, it assumed for the purposes of the naive forecast that the volume of 
next year’s national income will be equal to this year’s national income, plus the 
change from last year to this year, plus or minus a random error. The forecasts 
made from the econometric model and the naive model may then be compared 
with the observed level of national income. The test is a convenient yardstick for 
evaluating the accuracy of econometric forecasts and should prove to be exceed- 
ingly useful in future work.* 

Mr. Christ’s study underlines, once again, the enormous difficulties encountered 
in the construction of econometric models that would explain the fluctuations in 
the economy as a whole. The problems of formulation and interpretation are 
compounded in many instances by the lack of accurate statistical data. However 


2 Conference on Business Cycles (‘Special Conference Series 2” [New York: National Bureau 
of Economic Research, Inc., 1951]), pp. xii, 433. $6.00. Two of the manuscripts presented 
at the conference, What Happens During Business Cycles by Wesley C. Mitchell and Inventories 
and Business Cycles by Moses Abramowitz were published separately by the National Bureau 
iN 1950 and were reviewed in THE JouRNAL oF Economic History, XII, No. 3 (Summer 1952), 
270-76. 

3 See Lawrence R. Klein, Economic Fluctuations in the United States, 1921-1941 (Cowles 
Commission for Research in Economics, Monograph No. 11 [New York: John Wiley and Sons, 
1950]). Reviewed in THE JouRNAL OF Economic History, XII, No. 3 (Summer 1952), 291-92. 

4E.g., Tom E. Davis, “The Consumption Function as a Tool for Prediction,” Review of 
Economics and Statistics, XXXIV, No. 3 (August 1952), 270-77. 
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dismal the prospects for their success may appear to be, such models should not 
be condemned on a priori grounds. Additional theoretical and empirical work 
may some day yield highly useful results. 

Joseph A. Schumpeter’s “Historical Approach to the Analysis of Business 
Cycles” (pp. 149-62) is one of the last restatements of his well-known views. In 
Schumpeter’s system, cycles of varying lengths are generated by economic inno- 
vations—or by the changes in the production and consumption functions® that 
characterize the growth of economies organized about entrepreneurial activity. 
The more objectionable aspects of cyclical depression are not, in his view, at- 
tributable to the business cycle per se but to “adventitious circumstances”: faulty 
banking systems, speculative manias, swollen agrarian indebtedness, etc. He con- 
cludes that economic crises, as distinguished from business cycle fluctuations, 
should be analyzed historically in terms of unique institutional situations and 
that “as a guide to depression policy historical analysis of cyclical vicissitudes is 
. . » worth a ton of dynamic schemata” (p. 151). 

Historical analysis would also play the principal role in the analysis of his long 
and intermediate business cycles (the Kondratieffs and Juglars). Schumpeter 
would analyze those fluctuations in a series of “industrial and locational mono- 
graphs” dealing with the historical changes in production and consumption 
functions. The analysis of short-run (40-month) fluctuations, or Kitchin cycles, 
would be explained by theoretical models similar to that constructed by Metzler 
for inventory cycles. The latter proposal constitutes a modification of Schumpeter’s 
theory of short cycles, about which he had expressed doubts when it was formu- 
lated.® 

In implementing Schumpeter’s suggestions for research, an investigator would 
be faced with the difficult problem of distinguishing between the forces inherent 
in the business cycle per se and extraneous factors. Deep cyclical contractions, such 
as that of 1937-1938 in the United States, would prove to be refractory to such 
analysis, for it was accompanied neither by a speculative mania nor by a banking 
crisis. In the pursuit of extraneous factors, our investigator might then turn to 
an examination of the less obvious characteristics of such a cycle, characteristics 
discernible only through statistical analysis. Having identified them, he might 
go on to investigate other business cycles and uncover a pattern of behavior com- 
mon to successive cycles. Therefore, after beginning with the firm intention of 
treating each business cycle as 1 “historical individual,” our investigator would 
find himself traveling down a rather different road. 

The rejection of Schumpeter’s proposals does not, of course, preclude the wide 
use of historical methods in business cycle research. Simon Kuznets indicated in 
his comments that our knowledge of long-run or secular trends in economic life 
and their relation to business cycle fluctuations is still sadly deficient and in this 
area historical analysis can make valuable contributions. 





5 The term “consumption function,” as employed by Schumpeter, refers to levels and stand- 
ards of consumption that are altered by economic innovations rather than to the Keynesian 
schedule relating aggregate consumption to aggregate income. 

6 Business Cycles. A Theoretical, Historical and Statistical Analysis of the Capitalist Process 
(New York: McGraw-Hill Book Company, Inc., 1939), I, 170-71. 
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In his “Cyclical Experience in the Interwar Period: The Investment Boom of 
the Twenties” (pp. 163-223), Robert A. Gordon has utilized what he has de- 
scribed as the “quantitative historical approach” to the analysis of business cycles." 
His approach is similar to Schumpeter’s, in that he emphasizes the explanation 
of economic behavior during particular business cycles rather than patterns of 
behavior common to successive cycles. He differs from Schumpeter in that he 
employs a variety of statistical techniques and theoretical concepts to explain both 
his major and minor cycles. 

Major cycles, in Mr. Gordon’s analysis, are linked to technological changes 
and planned, long-term investments. Minor cycles are the result of shifts in cost- 
price relationships, inventory fluctuations, and the movement of short-term interest 
rates. The period 1921-1929 is treated as the expansion phase of a major cycle 
containing the minor cycles of 1921-1924 and 1924-1927. His analysis of the 
boom is based upon Keynesian and Schumpeterian concepts. Consumer behavior 
and technological changes, which resulted in a “flowering of investment oppor- 
tunities,” are stressed. Tentatively, he concludes that the 1929 downturn was due 
to the exhaustion of investment opportunities occasioned by the “ ‘growing up 
of new industries.’” This explanation is not adequately supported by his evidence, 
but any final judgment of it should be deferred until his larger project, of which 
the present paper is a part, is completed. 

C. Ashley Wright, in his discussion of “Business Cycle Research and Business 
Policy” (pp. 339-74) concludes with an intriguing proposal for forecasting 
cyclical turning points in economic activity. Because business cycles are charac- 
terized by fluctuations that are only partially diffused through the economy, vari- 
ous economic activities—whose behavior is analyzed by means of time series 
curves—tend to lead or lag the turning points in aggregate economic activity. Each 
business cycle downturn may be viewed as a frequency distribution of the down- 
turns of individual time series whose mode would indicate the turning point in 
aggregate economic activity. Assuming such a distribution to be symmetrical, 
Mr. Wright has shown that the position of its mean and mode in time may be 
predicated from a sample of leading time series. These series would constitute the 
tip of the left tail of the distribution. If the distribution is closely concentrated or 
markedly right-skewed, it is not likely that a forecast of a downturn can be 
made in time to be of practical value. Nevertheless, the results of Mr. Wright’s 
experiments with twenty-eight leading time series are encouraging. There is the 
possibility of developing a technique based on this method which will forecast 
the dates of three out of four cyclical turning points within a range of plus or 
minus four months of the actual dates, and with leads of initial forecast long 
enough to be useful.® 


7 For a full statement of Mr. Gordon’s position, see “Business Cycles in the Interwar Period: 
The Quantitative-Historical Approach,” American Economic Review, XXXIX, No. 3 (May 
1949), 47-63. 

8 Distributions of cyclical turning points, similar to those used by Mr. Wright, are graphically 
presented in Geoffrey H. Moore, Statistical Indicators of Cyclical Revivals and Recessions (‘“‘Occa- 
sional Paper 31” [New York: National Bureau of Economic Research, Inc., 1950]), Chart 3, 
PP. 14-17. 
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II 


In 1947 Arthur F. Burns engaged in an important controversy over Keynesian 
economics. He was particularly critical of the then prevalent practice of regarding 
the consumption function (that is, the schedule relating aggregate consumption 
to aggregate income) as a stable relationship, fixed by a “fundamental psycho- 
logical law.” For the Keynesians, he wrote, “The ‘blade’ of investment carves out 
economic fortunes; the ‘blade’ of the propensity to consume remains stationary 
while the carving is done.” ® 

In the present essay,*° Mr. Burns has once again turned his attention to the 
““‘blade’ of the propensity to consume,” to demonstrate that, far from being 
stationary or stable, it has been freely wielded by American consumers. The evi- 
dence he adduces is the wide fluctuations in the volume of personal consumption 
expenditures and savings that appeared with the outbreak of the Korean hostil- 
ities. In a very informative discussion, Mr. Burns explains the inability of em- 
pirically fitted Keynesian consumption functions to forecast accurately the volume 
of personal savings, and he reviews some of the work now in progress which 
promises to cast new light upon the vagaries of consumers’ behavior. No longer 
satisfied with treating consumer expenditures as a function of income alone, 
economists and statisticians are investigating the effects of family size, location, 
highest past income, liquid asset holdings, and stocks of consumers’ durable and 
semidurable goods. Their research holds forth the prospect of an improved theory 
of consumer behavior which should be of enormous value in formulating policies 
for economic stabilization. 








III 


Although empirical work on the consumption function with a view to fore- 
casting the volume of personal savings commenced shortly after the appearance 
of Keynes’s General Theory of Employment, Interest and Money, research on the 
determinants of corporate savings lagged far behind. A pioneer study 1 of this 
important component of total saving by Sergei P. Dobrovolsky has finally made 
its appearance. 

The study is confined to the manufacturing sector of the corporate economy 
which accounts, on the average, for more than half of total corporate savings. 
Data on net corporate income, dividends, and retained income for all manufac- 
turing corporations for the years 1922-1943, compiled from Treasury Department 
records, were employed as well as similar data taken from two samples. One 














® Arthur F. Burns, “Keynesian Economics Once Again,” The Review of Economic Statistics, 
XXIX, No. 4 (November 1947), p. 261. 

10 Arthur F. Burns, The Instability of Consumer Spending (“Thirty Second Annual Report 
of the National Bureau of Economic Research, Inc.” [New York: National Bureau of Economic 
Research, Inc., May 1952]), pp. 87. 

11 Sergei P. Dobrovolsky, Corporate Income Retention, 1915-1943 (‘Studies in Business 
Financing” [New York: National Bureau of Economic Research, Inc., 1951]), pp. xviii, 112. 
$2.50. 
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sample contained between 31 and 45 large corporations for the years 1915-19433 
the other, 73 small and medium Wisconsin corporations for the years 1917-1943. 

Mr. Dobrovolsky’s principal finding is that there existed a fairly stable pattern 
of relationship between corporate income retentions or savings and corporate net 
income, expressed as a percentage of average net worth, for the period investi- 
gated. Corporate savings did not usually begin until a minimum level of net 
income had been attained, approximately 5 per cent of average net worth. When 
income was below this level, there were net dissavings, resulting either from 
dividend payments in excess of net income or from net deficits. Above the 
minimum level, savings varied with net income. On the average, increases in 
net corporate income of one dollar (per one hundred dollars of average net worth) 
were associated with a rise in retained earnings between 70 and 80 cents and a 
rise in dividend payments of between 20 and 30 cents. Conversely, decreases of 
one dollar in net corporate income were associated, on the average, with decreases 
in savings of between 70 and 80 cents and decreases in dividends of between 20 
and 30 cents. In the language of economic theory, the marginal corporate propen- 
sity to save (that is, the proportion of an increase in corporate net income that is 
saved) was between .7 and .8. 

In addition to the income-savings relationship, Mr. Dobrovolsky also investi- 
gated the effects of other variables on the volume of net savings. They included 
the rate of asset expansion, surpluses and reserves, and past dividend payments. 

After a careful analysis of the pattern of corporate savings and dissavings, he 
concludes that during cyclical expansions corporations accumulated their own 
savings and also absorbed external funds for their investment outlays. In the 
contraction phase, the process was reversed: dissaving was incurred and external 
funds were released through debt retirement and stock redemptions. There was 
no evidence of a trend toward a greater reliance upon the internal financing of 
asset expansion. On balance, all corporations dissaved for the period 1923-1941, 
drawing upon external sources to finance their investment in physical assets. 

Although Mr. Dobrovolsky has made a valuable contribution to the knowledge 
of the determinants of corporate savings, there remains much to be done. Alter- 
native hypotheses should be tested and the analysis carried forward to the postwar 
period}? 


IV 


Virtually every aspect of business cycle analysis is covered in a study by Alvin 
H. Hansen.}* It is divided into four sections: The Nature of Business Cycles, 
The Theory of Income and Employment, Business Cycle Theory, and Business 
Cycles and Public Policy. 


12 For the preliminary report of an investigation that has yielded different results, see John 
Lintner, “The Determinants of Corporate Savings,” in Walter W. Heller, Francis M. Boddy, 
and Carl L. Nelson, eds., Savings in the American Economy (Minneapolis: The University of 
Minnesota Press, 1953), pp. 230-58. 

13 Alvin H. Hansen, Business Cycles and National Income (New York: W. W. Norton and 
Company, 1951), pp. xv, 639. $7.25. 
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The analytical framework of the present volume is Keynesian and differs from 
that of the earlier Fiscal Policy and Business Cycles only in that the stagnationist 
emphasis of Hansen has been subdued. In Mr. Hansen’s view, “. . . the essential 
characteristic of the business cycle is the fluctuation in the rate of real invest- 
ment” (p. 21). The weakness of this position is that it leads to concentration 
upon a single economic variable to the neglect of others. Fluctuations of wage 
rates, prices, and interest rates do not lead lives of their own in Mr. Hansen’s 
analysis, but are subsumed in his exposition of the theory of investment. Business 
cycle fluctuations are identified with fluctuations in the volume of investment 
rather than with the fluctuations in a multitude of economic activities. 

Mr. Hansen’s method of verifying the existence of “major” and “minor” busi- 
ness cycles calls for comment. In his survey of the American experience, he relies 
upon a single index of the production of manufactures to identify each of the 
successive cycles or groups of major and minor cycles. Time series curves of pro- 
duction indices for both durable and nondurable manufactures constructed by 
Edwin Frickey, Solomon Fabricant, and the Federal Reserve Board, which to- 
gether cover the period 1865-1949, are plotted on arithmetic scales. Major cycles, 
most of which contain minor cycles, are graphically identified on the basis of the 
amplitude of fluctuations. Mr. Hansen does not discuss the composition of the 
indices, nor does he offer an explanation of his use of an index of the production 
of durable manufactures to identify certain major cycles and an index of the 
production of total manufactures to identify others. Had Edwin Frickey’s index 
for total manufactures been used in place of his index for durable manufactures, 
“The Major Cycle of 1882” (p. 28, fig. 11) would have turned downward in 1883 
with a considerable reduction in the amplitude of contraction.'* It is possible that 
the wide amplitudes of fluctuation which mark off Mr. Hansen’s major cycles are 
attributable to the composition of the indices rather than to “major” cycles in 
economic activity. The behavior of the Federal Reserve Board index of total 
manufactures, which Mr. Hansen uses to illustrate “The Boom of the Second 
World War”? (p. 35, fig. 18), is a case in point. That index declined from a 
peak of 258 in 1943 to 177 in 1946 relative to the 1935-1939 base period, and to 
the believing reader this decline should impart the impression of one of the most 
severe cyclical contractions in American history. But the depth of the contraction 
(that of the index of durable manufactures was even deeper) may be attributed 
to the fact that during the period of war production the index was heavily 
weighted by components derived from man-hour series and estimates of labor 
productivity. As a result the index became a better measure of employment than 
of the physical volume of production. What appears on Mr. Hansen’s graph as 
a very deep contraction in the volume of production is in actuality the distorted 
reflection of the decline in the number of man-hours of employment.1® 


14 Edwin Frickey, Production in the United States, 1860-1914 (Cambridge: Harvard Univer- 
sity Press, 1947), pp. 54, 64. 

15 Mr. Hansen does not list this fluctuation in his catalogue of major cycles. 

16 For a careful evaluation of Federal Reserve Board index during most of the period of war 
production, see Geoffrey H. Moore, Production of Industrial Materials in World Wars I and Il 
(“Occasional Paper 18” [New York: National Bureau of Economic Research, Inc., March 1944], 
Part IV. 
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Mr. Hansen’s exposition of the theory of income determination in Part II is a 
very model of lucid exposition that is marred only by his failure to employ his 
theoretical building blocks in a consistent manner. For example, his excellent 
account of the consumption function as cyclically variable in Chapter 10 is ignored 
in the next chapter. There he presents two models, designed to explain the upper 
and lower turning points of business cycles, which are based upon constant mul- 
tipliers and constant accelerators. Whatever the pedagogical value of these models, 
they are not likely to be useful as tools for empirical analysis. The objection to 
such a procedure has been cogently stated by Richard M. Goodwin in his interest- 
ing chapter in this volume: “It is not difficult to construct a model of the business 
cycle. By inserting any of a large number of plausible lags or derivations, one 
gets a system which will oscillate if the parameters lie within easily determinable 
limits. Embarrassment arises not from the difficulty of finding such a result but 
rather from the fact that there are many different hypotheses which will do much 
the same thing” (p. 434). 

Histories of doctrine tend to reflect the predelictions of their authors, and Mr. 
Hansen’s account of business cycle theories is not an exception to the rule. Writers 
who anticipated elements of the modern theory of income determination and 
employment, such as Malthus and Lauderdale, are reviewed in great detail; others, 
notably such empiricists as Tooke and Juglar, are discussed only briefly. As an 
investigation into the intellectual antecedents of Keynesian theory, Mr. Hansen’s 
method is quite appropriate, but it is not likely to please catholic tastes. 

An exception is made of Wesley C. Mitchell, whose writings are treated in a 
long chapter entitled “Sequences, Leads and Lags.” It is concluded with the 
assertion that “to the end Mitchell continued to be interested primarily in the 
sequence of events.” It is doubtful that such a harsh judgment of Mitchell as a 
theorist would be sustained by a careful reading of his writings. Like Mr. Hansen, 
Mitchell was interested in the “forces” that “cause” the cycle, but his theory was 
often concealed within the framework of his empirical analyses. Once set forth 
in a formal manner and rewritten in the modern idiom, it can be readily com- 
pared with its more recent competitors and shown to be at least as plausible.!” 


V 


The broad issues of formulating and implementing an effective program for 
economic stabilization are the subject of an essay by Walter P. Egle.1® His pur- 
pose, as stated in the Foreword, is the consideration of those aspects of the prob- 
lem that have been neglected in the current literature. In his view, programs for 
economic stabilization fall into two categories, those relying upon “built-in sta- 
bilizers” and those based upon “binding targets” or norms of stability. Programs 
of the first type are based upon the operation of institutions that stimulate eco- 
nomic activity during cyclical contractions and dampen it during expansions. The 


17 See Milton Friedman, “Wesley C. Mitchell as an Economic Theorist,” The Journal of 
Political Economy, LVIII, No. 6 {December 1950), pp. 465-93. 

18 Walter P. Egle, Economic Stabilization. Objectives, Rules, and Mechanisms (Princeton: 
Princeton University Press, for the University of Cincinnati, 1952), pp. xii, 264. $4.00. 
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unemployment insurance system is an example of a built-in stabilizer, which once 
established should become operative without supplemental legislative or executive 
action. Under the binding-target approach, clearly defined goals of stabilization, 
expressed in terms of levels of economic activity, are established, and governmental 
policies designed to attain and defend them are framed. 

Mr. Egle champions the binding-target approach, and much of his discussion 
is centered about the alleged weaknesses of the built-in stabilizers. While his 
criticisms of certain stabilization plans are effective, his general argument is 
weakened by his failure to explore adequately the possibilities of individual stabi- 
lization measures before passing adverse judgment upon them. “Heavy public 
works” construction is rejected as a built-in stabilizer (p. 82) on the grounds that 
it entails outlays which cannot be reduced quickly, in the event of a recovery, 
without great waste. Mr. Egle does not consider the possibilities of achieving 
flexibility through a series of light construction projects at this point, although 
he does so in another context later in the essay (p. 191). Further, his suggestion 
that public works be utilized only as a measure of last resort (p. 201) appears to 
be based upon a confidence in the efficacy of fiscal and monetary measures which 
is not warranted by experience. Although rapidly effected once authorized, the 
ability of fiscal and monetary measures to stimulate economic activity promptly 
may be limited by large inventory accumulations. Public works programs have 
the virtue of providing a calculable increase in employment and require mate- 
rials not generally held in inventories. 

The chapters devoted to the discussion of the choice of economic indicators 
that would determine the timing of contracyclical measures are illuminating 
though not entirely satisfactory. Although Mr. Egle clearly demonstrates the 
weaknesses of indicators based upon statistical aggregates, his proposal for the use 
of both a price and employment index raises a host of very real difficulties which 
he does not resolve. 


VI 


James A. Maxwell,!® at the suggestion of the President’s Council of Economic 
Advisors, undertook a study of an important built-in stabilizer, the federal grants’ 
programs, and the means by which they can be made more effective. His book 
makes a valuable contribution to the literature of economic stabilization. The first 
two chapters contain a general analysis of the federal grants’ programs from 1919 
to 1950. In the space of thirty pages, Mr. Maxwell has managed to survey the 
history, the size, and the cyclical behavior of federal grants and their relation to 
local and state finances. He has succeeded in compressing a wealth of material 
and blending statistical data and prose with a skill that is rare among academic 
writers. 

Mr. Maxwell’s analysis of the federal programs of grants for public assistance 
uncovers a number of serious defects. States with limited sources of tax revenues 
have distorted their budgets in order to take advantage of matching federal 


19 James A. Maxwell, Federal Grants and the Business Cycle (‘Fiscal Studies 4” [New York: 
National Bureau of Economic Research, Inc., 1952]), pp. Xi, 122. $2.00. 
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grants for the assistance of dependent children, the aged, and the blind. The gen- 
eral assistance programs, for which the state and local governments are alone 
responsible, have been neglected. The consequences for an effective contracyclical 
program are serious because general assistance programs cover employable persons 
who are ineligible for unemployment insurance benefits. Unlike the federally 
supported services, the demand for general assistance varies with the business 
cycle and is frequently suppressed in the poorer states and local communities. 

Mr. Maxwell’s proposal for the improvement of the federal programs of grants 
for public assistance involves the establishment of national minimum expenditures 
for all types of assistance and measures of “standard effort” for each state. The 
national minimum would establish levels of expenditure for each service to be 
attained by every state. “Standard effort” denotes the percentage of income pay- 
ments a state would be required to spend for each welfare service as a condition 
of federal aid. The Federal Government’s share of the cost of welfare services 
would vary inversely with the level of state income payments. It would be very 
large for the “poor” states and small or nonexistent for the “rich” states. Total 
federal grants would vary contracyclically because the given standard efforts 
would constitute larger proportions of the national minimum levels in periods of 
high income payments than during depressions. Both the standard efforts and the 
national minimums could, of course, be varied. One of the technical difficulties 
of operating such a plan, of which Mr. Maxwell is aware, is that of estimating 
state income payments on a current basis. At the present time such estimates are 
made only on an annual basis and are not available until seven months after the 
close of each year. 

For the more effective contracyclical timing of federal grants for public con- 
struction, Mr. Maxwell would establish a federal agency or board of review whose 
function it would be to create a shelf of projects, planned well in advance and 
classified by deferability. Federal grants to state and local governments would 
be made to move inversely to the level of private construction by varying buth the 
Federal Government’s share of the cost of approved projects and the size of the 
annual grant appropriations. Mr. Maxwell believes that such a plan would make 
possible a threefold increase in the volume of public works’ expenditures within 
two years. 

The obstacles to the implementation of such a plan are formidable. In addition 
‘to the Congressional hurdles, the statutory debt limits of many state and local 
governments would prove to be troublesome. Further, in the event of a deep 
depression, it may be necessary to establish a new agency, or to authorize an 
existing federal agency, to purchase the new issues of state and local bonds and 
thereby to prevent the repetition of the disastrous decline in their prices which 
took place in 1933. 


VI 


In spite of striking variations in quality, the reader who samples the recent 
literature on business cycles will be impressed by the record of achievement. The 
body of dependable time series data has been augmented and with it our knowl. 
edge of the cyclical behavior of important economic variables. Conflicts between 
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“empiricists” and “theorists” are being resolved by the reformulation of business. 
cycle theories as refutable hypotheses. 

The most glaring weakness in the literature would appear to lie in the field of 
contracyclical policy. Singularly little is known about the probable effectiveness 
of the “built-in stabilizers.” Mr. Maxwell’s contribution notwithstanding, there 
has been a paucity of detailed suggestions for overcoming their more obvious de- 
fects. Perhaps this neglect reflects the economist’s reluctance to consider the polit- 
ical implications of stabilization proposals. Distressing as the prospect appears, 
an effective contracyclical program will ultimately entail political decisions and 
perhaps even the modification of political institutions. Pessimists may take com- 
fort in Mitchell’s observation that “statecraft is not a trade in which technological 
progress is impossible . . . .” 2° 


Harvey H. Secar, Rutgers University 


20 Wesley C. Mitchell, “National Unity and Individual Liberties,” School and Society (June 
13, 1942), quoted in Lucy Sprague Mitchell, Two Lives. The Story of Wesley Clair Mitchell 
and Myself (New York: Simon and Schuster, 1953), p. 404. 
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GENERAL ECONOMIC HISTORY 


Enterprise and Secular Change. Edited by F. C. Lane and J. C. Riemersma. (Read- 
ings in Economic History edited for the American Economic Association and 
the Economic History Association.) Homewood, Ill.: Richard D. Irwin, Inc., 


1953. Pp. xi, 556. $6.65. 


The convenience and usefulness of the series of readings in economics provided 
by the American Economic Association has been so thoroughly proved by now 
that it was only a question of time before similar choice was made of readings 
in economic history. This volume contains such a collection. 

The title indicates one of the problems that awaited its editors, Mr. Lane and 
Mr. Riemersma, and the small committee appointed by the American Economic 
Association and the Economic History Association which seems to have delimited 
the field. A collection of essays must be a selection, and a choice from among 
writings whose subject is history itself, seen from a particular angle, is hard to 
make. The main aim of the editors was to show what kind of historical problems 
economic historians work at and what methods they use. They also wished to 
give some impression of the changes that have taken place in the writing of eco- 
nomic history over the past half century. 

The editors decided, and it would be difficult to argue that they were wrong, 
that institutional subjects must not be allowed to determine the organization of 
the book. Agriculture and land systems, for example, and industry have been 
excluded. (There is a hint of additional volumes for them.) The essays chosen 
have been grouped instead under the headings of “Business Units” and “Money 
and Prices” so as to throw light on the main overriding topics of entrepreneurship 
and long-period economic change, which have been treated as the central problems 
of the study of economic history. The rest of the collection consists of a number of 
valuable papers that discuss the nature of history in general and of economic 
history in particular. 

This is a carefully thought out and interesting combination of topics. Probably 
no two historians would ever agree on what are the most important essays extant 
on the firm or money and prices, but the papers assembled here range widely. 
They include a number of first-rate pieces which one is most glad to see again 
or to read for the first time, such as Gardiner C. Means on the large corporation 
in American economic life, Leland Jenks on the railroads in American economic 
development, Wesley Mitchell on the role of money in economic history, Eli 
Heckscher on natural and money economy in sixteenth-century Sweden, A. P. 
Usher on the early banks of deposit in the Mediterranean, J. U. Nef on industrial 
capitalism in France and England before 1640, and Charles Wilson on treasury 
and trade balances. Whether extracts needed to be included from Sombart’s 
Moderne Kapitalismus and Sir John Clapham’s History of the Bank of England 
is more doubtful. They are books, not essays, and they are accessible in most good 
libraries. 
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One of the declared aims of this collection is to help the young historian. From 
this point of view the total choice appears perhaps less happy than the excellence 
of some of the items included may suggest. It gives somehow a certain impression 
of narrowness, despite the presence of papers that deal with many ages and lands. 
The selection hardly represents the contemporary fullness of the economic histo- 
rian’s interests. A certain degree of exclusiveness is, of course, unavoidable. Every 
historian of middle age can cast his mind back over a series of economic con- 
troversies, many of which have left fertile traces in historical work. Monopoly, 
monopolistic and imperfect competition; the status of the classical theory of inter- 
national trade; fluctuations and long cycles; the level of output and employment; 
development and growth; all these have been and are fiercely debated, and, while 
it is not the business of the historian to provide evidence for the theorist, there 
can be no historian who does not feel that he has profited greatly in insight and 
precision of thinking from such discussions at any time in the last twenty years. 
At the same time, the influence of changing modes and of intellectual fashion 
cannot be denied. The angle of attack tends to shift with each generation as new 
problems come into sight. There is nothing particularly sacred about the latest 
way of approaching economic questions. It is all very much a matter of time and 
place and the object to be attained. 

This book may possibly give the young historian an insufficiently lively im- 
pression of the vigor and range of the polemics that have made and are creating 
our modern conceptions of economic history. But the editors probably chose 
wisely in declining to tie themselves to the chariot wheel of modernity and the 
last word in the seminars, which after all will not be the last word in five years’ 
time. They have chosen a broad framework and trusted that it would include 
most of what is interesting. If one may hazard a doubt, it is not whether a dif- 
ferent framework would have been better, but whether they have made the best 
use of the framework of their choice. The doubt rises with special insistence over 
Section Two of the book, on Secular Change. This section is said to have been 
suggested by the economist’s concept of macroeconomics, but it excludes a 
great deal which passes under that name among economists. Indeed it discusses 
secular change wholly in terms of money and prices. Population and labor 
supply, technical change and innovation, capital supply and investment, changes 
in taste and demand, frontiers and new commodities—all the phenomena of 
growth and decay that enter into economic change over the long period suffer 
severely under so rigorous a definition. 

An English reviewer may perhaps be allowed to regret the notable modesty 
of this book in its handling of American economic events and developments. Out 
of the twenty-one papers dealing with business units and with money and prices, 
only three are specifically American in subject. Breadth of interest such as this is 
generous and stimulating, and the wider choice was probably called for by both 
teaching requirements and American preference. This reviewer could not help 
thinking, however, that he would willingly see a whole volume devoted to the 
many excellent essays and papers which exist in American economic history, 
supplemented also perhaps by the bibliographical information the editors, in this 
case, have wisely refrained from supplying. Perhaps the pioneering instincts of 
the American Economic Association and the Economic History Association can 
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be guided that way? But what suggested the thought was the sight of this collec- 
tion, and that this is not a collection of essays in American economic history is 
not to be held against it. One course at a meal may be suggested by another; 
it can hardly replace the former course. 

If there is a criticism to be made of this collection, it arises therefore from its 
interpretation of the phrase “secular change.” This appears to be much too strict 
and gives a more limited view of the interests of economic historians today than 
one supposes was intended. The corrective, however, is to be found a few pages 
later. In the admirable section on historical method, Gay, Clapham, Heckscher, 
Spiethoff, Simiand, and Marc Bloch, each in his own person, speak out loud and 
clear on their conceptions of history and the hopes and aspirations of social and 
economic historians. The historians are not unanimous nor are they all at the top 
of their form. Clapham was never at home theorizing about his subject; his prac- 
tice was so much better than his theory. And there are perhaps better things in 
Marc Bloch’s, “Métier d’Historien” of 1949 than in his paper of 1928. Gay on 
the other hand was at his best in his address to the Economic History Association 
in 1941. And there is sufficient unanimity about what these statements say to be 
fine and impressive. The “larger and more humane history,” which Bloch spoke 
of and which no doubt represents the hopes of economic and social historians 
everywhere, comes into view. This puts right any narrowness one may have been 
conscious of elsewhere and makes the whole book worth having and keeping. 

W. H. B. Court, University of Edgbaston [Birmingham | 


Economic History of Modern Europe. By Heinrich E. Friedlaender and Jacob 
Oser. New York: Prentice-Hall, Inc., 1953. Pp. xxiv, 611. $6.00. 


Few tasks are more difficult and less rewarding in professional glory than the 
writing of a textbook, invaluable though a good text be to the teacher, and ulti- 
mately to scholarship, through its introduction of students to a field of ‘learning. 
One must therefore approach the textbook author sympathetically and try at least 
to taste of the problems he faces. Shall he offer a fresh, consistent, and individual 
interpretation, write a book that stands in its own right, as if it were not proposed 
as a text, and thereby risk the displeasure of teachers accustomed to traditional 
ways and wary of his individuality? Shall he rigorously exclude all that is not 
germane to the story as he sees it and risk the charge that his coverage is incom- 
plete? Shall he “mention” this or that item for the sake of “coverage,” only to 
have other potential users accuse him of having succumbed to that textbookish 
disease “mentionitis”? 

The burdens and snares are increased by his entry into the relatively young 
and inadequately popular field of economic history, which spans two disciplines 
and provides no sure lines of guidance. He is unlikely to dwell, as did some of 
his predecessors, on technological details, but he must make clear the character 
of technological improvements if he is to fit them into his main stream. He is 
likely to skimp on the history of economic theory, and yet it is very evidently an 
essential aspect of economic history. He is apt to be vastly perplexed by the need 
for treating national economies as well as the nonnational economy in which they 
participate. He must explain technical economic processes in a manner clear to 
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the history students yet not boring to the economists who may stray into the 
course that uses his book. He must always strive to bring out the great sweep of 
historical development, for to do this is, after all, the primary function of his 
work. His focus must always be clear. 

To describe the nature of the task isto suggest that no one has met it with 
complete success. Economic History of Modern Europe is an able book in many 
ways, but its shortcomings reflect the seeming invincibility of the obstacles 
alluded to. It shows a high awareness of the importance of public policy, as well 
as of secular processes. Although liberal in sympathy, it is not doctrinaire. It treats 
of specific areas of enterprise, as well as their formal character. On the other hand, 
it is insufficiently sharp in focus, so that it appears to be more descriptive than 
analytical, and the description inevitably seems, in places, to be random rather 
than directed toward an analytical argument. I would differ with the authors’ 
allocation of a considerable amount of space to description of particular European 
banking structures, while never stopping to define adequately the neomercan- 
tilism to which they often refer. The inclusion of thumbnail biographies is often 
helpful, although not conducive to a pleasing format, but I would question the 
exclusion of Keynes from a list of luminaries of economic history that includes 
Caprivi and Van Zeeland. I would question also the wisdom of concluding a 
work such as this with a brief discussion of the Marshall Plan and postwar efforts 
at European economic integration, instead of an analytical effort to tie the story 
together and leave the reader with a sense of the great lines of development, past 
and potential. 

EucEene O. Gotos, Wesleyan University 


Wirtschaftsgeschichte des Landes Oberésterreich. By Alfred Hoffmann (Vol. I) 
and Erich Maria Meixner (Vol. II), under the editorship of Vinzenz Kotzina. 
2 vols.; Salzburg: Otto Miiller Verlag, 1952. Pp. 624, 720. 


This study of the total economic life of the province of upper Austria from 
Roman days to the present—prepared under sponsorship of the local chamber 
of commerce—is as interesting and useful as it is thorough and scholarly. The 
first volume covers the origin, growth, and maturing of the area’s agriculture, 
commerce, and industry from ancient times to 1848. The second volume, based 
on a series of preparatory monographs, surveys the men and the forces involved in 
upper Austria’s economic development since the Year of Revolutions. Throughout, 
attention is given not merely to happenings and progress on the local scene but 
to the place of upper Austria in its national, European, and even world setting. 

Bounded by the Enns, the Inn, the Alps, and the Bohmerwald, and situated 
athwart the crossing of the Danube River and one of the chief north-south routes 
on the Continent, upper Austria has mirrored in its development the ups-and- 
downs of Central Europe’s history during the past two thousand years. The 
authors provide a wealth of statistical material, much of it never before assembled. 
The documentation is thorough. There are interesting accounts of numerous 
industries. Helpful biographical sketches and attractive illustrations add to the 
readability of the work. Each volume has a detailed table of contents and its 
own complete index. 
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In the telling of their story, Mr. Hoffmann and Mr. Meixner provide not only 
an economic history but a picture of interrelated social, cultural, and intellectual 
progress. Only the political aspects are kept to a minimum, although political 
influences and implications are given consideration wherever necessary. The 
work, unique in respect of the area covered, might well serve as a model for 
similar studies of other geographic regions in Europe. The standard it sets is high. 

Wa ter ConsuteLo Lanesam, Gettysburg College 


Le XVIII® Siécle—Révolution intellectuelle, technique et politique (1715-1815). 
By Roland Mousnier and Ernest Labrousse with the collaboration of Marc 
Bouloiseau. (Vol. V of “Histoire générale des civilisations,” published under the 
direction of Maurice Crouzet.) Paris: Presses Universitaires de France, 1953. 


Pp. 567. 


This book is one of the seven volumes of a new world history undertaken by 
the Presses Universitaires de France and is somewhere in the gamut between 
the publishers’ distinguished “Peuples et Civilisations” series and their innu- 
merable “Que sais-je?” handbooks. The new venture’s proportions may be seen 
in the fact that there is to be one volume on the nineteenth century, one on the 
twentieth, one on the sixteenth and seventeenth centuries combined, one on the 
middle ages, and two on the ancient world. Like its companions (all promised 
by the end of 1955), the volume under review is global, but with the customary 
deference to Louis XIV and Napoleon it begins with 1715 and ends with 1815. 
Its most noticeable characteristic, moreover, is the way the French Revolution 
stands out from the rest of the story. What we have here, indeed, is a pair of 
books: one about the eighteenth century, by Roland Mousnier, and one about 
the French Revolution and Napoleon, by Ernest Labrousse. The latter has re- 
served France’s domestic affairs for himself, but has sought the able assistance 
of Marc Bouloiseau in the final section, which seeks the world setting again. 

Readers familiar with Mr. Labrousse’s monumental La Crise de l'économie 
francaise é la fin de l’Ancien Régime et au début de la Révolution (Paris, 
1943) have probably been waiting for some general statement on his part 
concerning the Revolution. Along with Jacques Godechot, whose Les Insti- 
tutions de la France sous la Révolution et l’Empire appeared in 1951, he has 
been outstanding among the potential successors of Georges Lefebvre, who at 
eighty is still first in this field. Mr. Labrousse, in view of his reputation, cannot 
expect us to treat his contribution to the volume under review as an unimportant 
exercise in popularization. In the hundred pages which he, as planner of the 
enterprise, kept to himself may indeed be found his characteristic power and 
clarity and overwhelmingly economic and social emphasis. Unforgettably ex- 
plained are such matters as the origins of peasant discontent and the social situa- 
tion peculiar to that time which (in spite of the author’s too insistent use of the 
term “proletariat”) led to anger at the high cost of living rather than to hos- 
tility to employers as such. His topical, analytical presentation builds a remarkable 
statement of the Revolution’s social meaning. As history, particularly for the 
general reader, it has serious inconveniences. We have no right to demand all the 
qualifications of the author’s great Crise de l'économie francaise, but neither 
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should we be left with the impression that the eighteenth-century background of 
the Revolution was all of one piece. It is not enough to recall that Roland Mous- 
nier’s part of the book has been respectful of chronology; Mr. Labrousse’s essay, 
instead of building on the work of Mr. Mousnier, restates the case. The topical 
method, together with an assumption of the reader’s familiarity with events, leads 
to discussion of, for example, the October Days of 1789 before those of August 
or, for that matter, those of July 12-14. The almost total absence of character- 
ization of individuals, together with the necessary condensation of all that the 
author considers most important about the Revolution, accentuates his economic 
interpretation until, paradoxically, abstract forces appear to be directing events. 
This is, to be sure, a manner of seeing, incomplete rather than false, unexcelled 
of its kind, a notable balance sheet. 

Roland Mousnier’s treatment of the eighteenth century between 1715 and 1789 
is characteristically careful and clear—a good job of teaching. If it lacks the bril- 
liance of Mr. Labrousse’s sociological distillation, it is, nevertheless, encyclopedic 
in its coverage of continents and countries and has relatively long essays on the 
Enlightenment and on the “technical” (military, naval, economic, medical, edu- 
cational) revolutions. All the sections are nicely packed with relevant information. 
Following the general plan of the book, the world outside of France is encoun- 
tered again in the last eighty-four pages written by Messrs. Labrousse and Bou- 
loiseau. Here the military and ideological impact of revolutionary and Napoleonic 
France is summarized with dexterity and, although the condensation is so great as 
to resemble a tour de force, the sense of movement and of conflict between old and 
mew social forces is not lost. The book is beautifully illustrated. At current prices 
for binding, the edition with stiff covers, although slightly more expensive, is a 
better buy. 

Paut H. Ber, Swarthmore College 


Economic Survey of Europe Since the War. A Reappraisal of Problems and Pros- 
pects. (Publication of the Department of Economic Affairs, United Nations.) 
Geneva: United Nations, 1953. Pp. xii, 385. $3.50. 


This publication is the sixth in a series of United Nations annual reports on 
Europe. It reviews developments in 1952 which are considered against the back- 
ground of Europe’s long-term problems. This is not a mere presentation of facts; 
the statistical data provide the basis for analyzing past trends and predicting 
future prospects. Here we find valuable insights for solving some basic problems 
that continue to trouble Europe. The United Nations staff has, as usual, main- 
tained a high level of competence in preparing this study. 

The book very properly concerns itself with two Europes, eastern and western. 
Their economies and their problems are so different that each must be considered 
alone; yet their complementary production tends to pull them together while 
their politics divide them. Therefore, the two Europes are considered both 
separately and from the point of view of past interrelationships and the problems 
that arose when these were severed. 

We have here a valuable study of communist Europe, both as a whole and 
country by country. This is an important contribution for a number of reasons. 
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First, lingual difficulties bar the use of East European publications for most 
students. Second, the United Nations economists digest a wide range of publi- 
cations that are either not available to or too voluminous for the average student. 
Third, gaps in the statistics are sometimes filled in by the authors. Fourth, the 
study is free of the impassioned, partisan manipulation and interpretation of 
East European statistics which one too frequently finds. 

Let me illustrate the last point. A favourite pastime among some experts is to 
contrast per capita incomes in the U.S.S.R. and in the rest of the world. The 
U.S.S.R. typically ranks lower than Italy and on a par with Spain and Chile 
in per capita national income. The publication being reviewed shows the lack 
of comparability of gross output and national income figures in communist and 
noncommunist countries (pp. 24, 25). In eastern Europe, indices of gross output 
of all industrial and agricultural enterprises greatly overstate the case; no allow- 
ance is made for the fact that the output of one enterprise frequently reappears 
as the input of another. Comparisons between gross output before and after the 
communist revolutions are thus biased in favor of the more recent period. But in 
computing national income, communist countries understate their case. Services 
not directly connected with the production and transport of goods are regarded 
as necessary but not productive; their value is thus excluded from national income. 
Payments to doctors, teachers, military personnel, government administrators, 
social workers, etc., are not included in national income. International comparisons 
are thus futile unless corrections are made for the divergent definitions of national 
income. This survey does not attempt such comparisons. 

-It is shown that western Europe’s working population and productive capital 
were up to the prewar level by the end of 1947. But her external position in 1952 
was much less favorable than before the war and even less favorable than was 
thought some five years ago. The war left difficult and deep-rooted problems. 
For example, Europe (excluding the U.S.S.R.) lost 24 million gross registered tons 
of merchant shipping during the Second World War out of a merchant fleet of 
44 million tons in 1939. This tonnage could probably have been replaced in a few 
years, but the United States and other overseas countries captured much of the 
shipping business. Europe’s balance of payments on shipping account was thereby 
seriously impaired. In addition, western Europe’s terms of trade deteriorated 
after the devaluations of 1949, and her loss and liquidation of foreign investments 
worsened her balance-of-payments position. Possible solutions for these problems 
are ably discussed in this publication. 

Jacos Osksr, State University of New York, Harpur College 


Historia econémica de Espaiia. By José Luis Barcelé. Madrid: Afrodisio Aguado, 
1952. Pp. 377. 60 Pesetas. Paper. 


This a journalistic potboiler. It lacks index, bibliography, footnotes, and any 
acknowledgment of the sources used. Over two hundred pages are devoted to the 
period ending with the Middle Ages, but more space (35 pages) is given over to 
“The Spanish Economy in the Last Twenty Years” than to the two centuries of 
the Bourbon monarchy. A “New Spanish Economic Decalogue” epitomizes the 
goals and aspirations of the Spanish people, as revealed by their economic develop- 
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ment. Among the ten commandments are autarky, sound money, economy in 
government, and an increased birth rate. 
There is nothing in the book, including its countless errors, which cannot be 
found in dozens of works well known to every Spanish historian. 
Rosert S. SmitH, Duke University 


The Triumph of Science and Reason, 1660-1685. By Frederick L. Nussbaum. 
New York: Harper and Brothers, 1953. Pp. xiv, 304. $5.00. 


There are two major themes in the cultural life of the seventeenth century 
which Frederick L. Nussbaum attempts to relate in this latest addition to the 
Langer series on “The Rise of Modern Europe.” The concept of the physical, an 
awareness of material nature stripped of its nonmetrical qualities and attributes, 
is juxtaposed with the concept of the baroque, a mode of individualistic, devo- 
tional expression best illustrated in the deliberate rejection of the classical canons 
embodied in Renaissance style. Having made these points, the author then turns 
his attention specifically to European political, religious, and economic develop- 
ments between 1660 and 1685, providing a traditionally detailed account of 
national politics, international aggrandizement, commercial capitalism, and 
overseas expansion. 

As a textbook filling a chronological niche, this is an admirable, lucid presen- 
tation of historical events within a framework of intellectual concerns that dis- 
tinguished the late seventeenth century from any preceding age. Unfortunately, the 
work is no more than this. Mr. Nussbaum properly laments the absence of 
studies that might be termed social histories of science, yet this book itself 
illustrates the difficulties that face the scholar who is determined to break new 
ground. One simply cannot expect to illuminate the involved activities of a 
social or political order by introducing certain generalities concerning the intel- 
lectual pursuits of a few distinguished men, followed by a hasty survey of the 
results of their rather specialized interests. Specifically, this book illustrates not 
the triumph of science and reason in the seventeenth century but their peripheral, 
almost negligible, presence in a very complex culture. 

Any possibilities of creative synthesis and critical insight suggested by the 
author’s initial approach are unhappily dissipated by the time he has reached the 
third chapter. His treatment of the concept of the physical only scratches the 
surface of the scientific revolution. He does speak of the movement away from the 
qualitative emphasis of the Aristotelian tradition and stresses what should properly 
be called the “logistical” side of seventeenth-century mathematics; that is, improved 
instrumentation and precise measurement. (There is only the most casual acknowl- 
edgment of theoretical developments and advanced techniques such as the calculus 
and no reference to the most important study of the subject in English: Carl B. 
Boyer, The Concepts of the Calculus.) More serious, however, is Mr. Nussbaum’s 
failure to deal with the two chief characteristics of seventeenth-century scientific 
thought, the growth of a thoroughgoing “mechanical philosophy” on one hand 
and, on the other, the abstraction of nature as a purely postulational scheme to 
which mathematical analysis might—nay, must—be applied. These, together, 
form the link between Galileo’s assertion that the book of nature is written in 
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the language of mathematics and Newton’s ultimate pronouncement on the 
character of the mathematical principles of natural philosophy. 

The second theme that Mr. Nussbaum proposes, the baroque as the artistic 
expression of individuality, eccentricity, and rebellion against an oppressive 
formalism, is a suggestive and illuminating concept, one that has frequently 
and profitably lent itself to the analysis of seventeenth-century cultural patterns. 
But an analytical instrument must be used consistently. How is the idea of the 
baroque (with its subjective concentration, its emphasis on emotion) to be recon- 
ciled with the idea of the physical, that emotionless world of primary qualities? 
The author does not face this question. On what basis does he maintain that “the 
ultimate expression of the baroque in music was the development of instrumental 
—absolute—music” (p. 43), when the very attributes he has assigned to baroque 
find their fullest expression in the cantata, the ballet, the opera—forms far re- 
moved from “absolute” music? Mr. Nussbaum makes much of the displacement 
of the word by the improved instruments of the period, the organ and the violin, 
yet he fails to recognize that the major displacement of vocal intelligibility came 
centuries earlier with the melismatic chants of late Gregorian music and the 
polyphony of the fourteenth century. 

There is, of course, a brighter side to consider. As a close student of European 
economic institutions and of the work of Werner Sombart, Mr. Nussbaum is in 
an excellent position to provide a cogent and convincing description of the struc- 
ture and effects of capitalistic enterprise. He shows a consistent interest in deter- 
mining how widespread or influential particular activities or ideas may have 
been and, although accurate data are often unavailable, he at least keeps in mind 
the whole population as a frame of reference. This is all to the good. 

Furthermore, it is very encouraging to see the economic historian introduce 
the concept of double-entry bookkeeping as an element in modern science’s 
dependence on accurate measurement and exact reporting (p. 16), but this re- 
viewer is somewhat disappointed when Mr. Nussbaum fails to carry the image 
further to suggest the business element in the principle of the conservation of 
matter and in the insistence of chemists on maintaining balanced books through- 
out the processes of chemical change. What we hope for are more suggestions 
of this nature. 

The darker side requires me to indicate the existence of many misleading, 
ambiguous, and obscure statements, several misrepresentations, and a number of 
misprints that mar this study. The very first page leaves the impression that 
only in the seventeenth century was the universe conceived as a rationally ordered 
and determined cosmos. On the second page we are left to imply that Descartes 
was exiled because of ‘his writings, despite the well-known fact that he was a 
voluntary expatriate for the greater part of his adult life. On the third page Mr. 
Nussbaum cites the often misquoted “I do not make hypotheses” of Newton 
and perpetuates the misunderstanding of Newton’s use of the term by equating 
the statement with Pascal’s disdain for speculative thought. Intelligent generali- 
zations are frequently rendered defective by incorrect information. On page 11 
we are told that Galileo and Kepler had ignored each other in the first decades 
of the century—an absurd statement. Boyle’s Sceptical Chemist is dated 1680 
(actually 1660), and Lemery’s influential treatise is ascribed to the year 1686, 
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whereas the French edition appeared in 1675 and the English in 1677. “Dampier- 
Whetman” on page 263 seems to be a misprint for Dampier-Whetham as author 
of the well-known history of science. 

There is utter inconsistency in the citing of book titles. Sometimes they appear 
in the original language, sometimes in English translation. This is vexatious and 
troublesome. For example, the treatise of Richard Simon, an important exposition 
of Biblical criticism on historical grounds, is cited on page 19 as Critical History 
of the Old Testament (1678). Of course this leads the uninitiated to suppose 
that Simon was English rather than French. 

The book’s concluding bibliographical essay is particularly valuable, as has 
been the case for all the volumes in this series. Nevertheless, it must be used with 
caution. At times the most recent editions are not indicated, and second editions 
are sometimes cited without reference to earlier publication. The statement (p. 262) 
that the Isis critical bibliographies edited by George Sarton have recently been 
collected and published as Horus: A Guide to the History of Science completely 
misrepresents the nature of that publication. On the following page we are told 
that Dorothy Stimson’s Gradual Acceptance of the Copernican Theory “still 
stands alone in this field.” The reader must substitute the remark that this work 
is to be used with care and that it should be supplemented with Ernst Zinner, 
Entstehung und Ausbreitung der coppernicanischen Lehre (Erlangen, 1943). 
That James B. Conant’s work On Understanding Science, avowedly an argument 
for general education science and an introduction to case history methods as a 
pedagogical device, should be cited as a history of science, one that “is the starting 
point of a movement likely to have great significance for history as well as for 
science” (p. 263), is completely baffling. 

One final point must be made. Volume I of Preserved Smith’s History of 
Modern Culture is far from being so out of date that it “perpetuates some of the 
old myths and misconceptions” as Mr. Nussbaum declares (p. 262). While it 
does not offer the detailed narrative account that is available in the present work, 
it is still considerably superior as a broad-ranging introduction to the intellectual 
concerns of that most perplexing of “modern” centuries. 

Stcmunp Beare, Cornell University 


UNDERDEVELOPED ECONOMIES 


The Economic Development of Mexico. Report of the Combined Mexican Work- 
ing Party. (Publication of the International Bank for Reconstruction and 
Development.) Baltimore: The Johns Hopkins Press, 1953. Pp. xxiv, 392. $10.00. 


With the announced purpose of determining Mexico’s “capacity to absorb 
additional foreign investments,” the economists of Mexico and the International 
Bank for Reconstruction and Development who were included in the Combined 
Mexican Working Party have attempted to bring the entire Mexican economy 
during the years 1939 through 1950 under examination and also to estimate 
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Mexican national income and balance of payment prospects until approximately 
1962. The report gives a broad survey of the Mexican economy between 1939 
and 1950, with more detailed analyses of particular parts and aspects of that econ- 
omy, and estimates for the future based upon the analyses already made. In- 
cluded in the chapters devoted to the examination of individual parts of the 
economy are sections on education, public health and welfare, public finance, 
and balance of payments, as well as studies of agriculture, livestock, forestry and 
fisheries, mining, petroleum, electric power, industry, and transportation and 
communication. Together they represent the most comprehensive survey yet 
made of contemporary economic Mexico. Furthermore, the 5 appendices, 153 
tables, and 26 charts presented add greatly to the value of an already very valuable 
study, particularly so since the authors, with official or semiofficial sponsorship 
and with official or semiofficial employment, were able to discover, utilize, and 
present much new data on national income, gross national product, public and 
private investment, production and consumption, external debt, and balance of 
payments. 

While the generally hopeful and optimistic conclusions upon Mexican prospects 
seem fairly well justified by the evidence presented, especially since they are in 
almost all instances carefully hedged about with plenty of conditions and qualifi- 
cations, some additional explanations or modifications seem to be called for at 
times. For example, the observation that Mexico will be forced to a greater future 
reliance on foreign financing, “with the principal increase in foreign funds .. . 
from government borrowing . . .” (p. 151), needs some further clarification. If 
by the phrase “government borrowing” is meant the negotiation of loans with 
such agencies as the United States Export-Import Bank, or with the International 
Bank for Reconstruction and Development, the authors should have also indicated 
Mexico’s relative lack of success in recent years in securing sizable sums from 
these sources. If the public sale of Mexican bonds in the United States and else- 
where is meant, some discussion of the government’s inability to dispose of its 
securities even at home, much less abroad, seems needed. Furthermore, since the 
popular hostility of Mexicans to foreign capital, both public and private, shows 
few signs of disappearing, how can any government attract foreign investors and, 
at the same time, retain the support of its people? Also, if the government does 
manage to get foreign funds and overcome local resistance, would not the pressure 
of inflation become too great to be controlled? 

One other somewhat adverse comment seems necessary. Few will disagree with 
the authors’ conclusions upon the vital need for central planning and the desira- 
bility of an effective planning agency, a development commission. However, 
many will remember that Mexico has already had some experience with planning 
and even had some experience with development commissions (see also the history 
of the Camacho-created Comisién Federal de Fomento Industrial) and will there- 
fore be wary of a possible re-infection of the nation with the disease of proyectismo, 
of planning without powers of actual implementation and without any real hope 
of bringing the dreams beyond the blueprint stage. 

C. Norman Guice, Wayne University 
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Economics and Economic Policy of Dual Societies as Exemplified by Indonesia. 
By J. H. Boeke. (Publication of the International Secretariat, Institute of 
Pacific Relations.) New York: Institute of Pacific Relations, 1953. Pp. 324. $4.50. 


In the present volume J. H. Boeke, professor of Eastern economics at the Uni- 
versity of Leiden and an authority on the economy of what is now Indonesia, 
brings together with only minor changes two earlier books published under the 
titles The Structure of Netherlands Indian Economy (1942) and The Evolution 
of the Netherlands Indies Economy (1946). These works, which dealt mainly 
with the situation and problems of the Netherlands Indies in the 1930’s with an 
occasional reference to earlier history, have not been brought up to date in the new 
book. The pace and violence of economic and political change in Indonesia in the 
ensuing years have been so great as to make the reader ever conscious that he is 
reading what is really an old book rather than a new one. 

Of course, the substantial merits of the original volumes are still to be found in 
the present version. Its title calls attention to the apt term “dual economy” that 
the author has applied to a society such as that of Indonesia, in which one portion 
is dominated by the spirit and technique of capitalism and another portion by 
the spirit and technique of a noncapitalist society. This dualism, which character- 
izes all underdeveloped societies, is an underlying theme of the book. An authori- 
tative description is given of the precapitalist native economy of Indonesia, treating 
such essential aspects as motivations and attitudes toward economic activity and 
systems of land tenure. The nature of Western enterprise in Indonesia is outlined, 
and its seemingly irresistible penetration and destruction of the institutions of 
the native society are shown in a very convincing manner. Finally, the last third 
of the book is supposed to deal with economic policy in general. The reasons for 
and perhaps even the inevitability of government intervention in an under- 
developed economy are clearly brought out. This section suffers, however, from 
having been written in the late 1930’s, which probably accounts for its preoccupa- 
tion with the measures taken by the colonial government to meet the impact of 
the Great Depression and for its failure to provide a better balanced account of 
the policy problems of an underdeveloped economy. 

Mr. Boeke is not a fence-straddler and he sometimes reaches conclusions that 
are not supported by his evidence. For example, he tries to prove that there is no 
valid basis for the idea that the Netherlands drained off an undue share of the 
product and wealth of the Indies. Apparently confining his argument to relatively 
recent times, he rests his case on the functioning of the “free” market. The free 
market leaves no chance for excessive remuneration; it has historically placed a 
very substantial risk premium on investment in Eastern countries. This reasoning 
would require that the free market be a highly competitive one, but the author 
does not discuss the competitiveness of the relevant capital markets. Furthermore, 
the statistics that he cites to prove that investments in Indonesia were risky and 
yielded modest returns are of questionable relevance. Mr. Boeke’s conclusion on 
this point may be correct, but he does not prove it. 

None of this detracts from the solid contribution of the work as a study of the 
impact of capitalism upon a native noncapitalist economy. 

Irvine B. Kravis, University of Pennsylvania 
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INNOVATION 


The Electrical Manufacturers, 1875-1900. By Harold C. Passer. Cambridge: 
Harvard University Press, 1953. Pp. xvii, 412. $6.00. 


The Electrical Manufacturers, 1875-1900 is a venture sponsored by the Harvard 
Research Center in Entrepreneurial History. As is appropriate, the book represents 
a very careful piece of scholarship in this important early growth period of the 
electrical industry. 

Harold C. Passer is at his best in describing the development of the technology 
and in making clear just what the technical contribution of each of these early 
companies was. 

We need such a record as part of the foundation for the study of economic 
growth. Reading The Electrical Manufacturers certainly helps one to visualize 
how hard it is to open a new field. We tend to forget that the General Electric 
Company had a difficult struggle for survival and that in 1893 it barely escaped 
receivership. And while, with the benefit of hindsight, the battle between D.C. 
and A.C. seems absurd, Mr. Passer enables us to understand how the conflict arose. 

The book is not so illuminating on the entrepreneurial aspects of management. 
Does this mean that the spirit of entrepreneurship is very hard to depict? Does 
it perhaps also mean that neither the Research Center in Entrepreneurial History 
nor anybody else has succeeded yet in suggesting just what students should look 
for in delineating entrepreneurship? Or is it simply that technical contributions, 
patent suits, financial records, marketing achievements are substantive and recog- 
nizable, but that the particular qualities of entrepreneurship which, for example, 
made Charles Coffin such a success with Thomson-Houston and General Electric 
are elusive? 

I hardly think it fair to direct this criticism primarily at Mr. Passer, since all 
of us who have been interested in entrepreneurship are at fault. Having redis- 
‘covered the entrepreneur, we have failed so far to break down his activities con- 
cisely enough so that they can be measured. I am attracted by G. Heberton Evans’ 
suggestion a number of years ago in which, if I recall correctly, he wondered 
whether we could not talk about “doses” of entrepreneurship. Lacking a satis- 
factory conceptual apparatus, it is hard to make our studies additive. 

Mr. Passer uses the term “entrepreneur” frequently. Neverthless, I do not get 
a much clearer picture of the entrepreneurial activities of Edison or Coffin than 
from Arthur Bright’s earlier book on the history of the electric-lamp industry 
(The Electric Lamp Industry: Technological Change and Economic Development 
From 1800 to 1947.) 1 am puzzled by comments such as the following: “Because 
Edison’s work was profit-oriented, not in spite of it, he fostered economic devel- 
opment, ... If he had refused to submit to the dictates of the profit calculus 
‘and market discipline and had acted instead in accord with some pattern of his 
own choosing, his contribution to human welfare would have been much smaller 
and perhaps non-existent. . . . He chose electric lighting over other possible areas 
‘such as the telegraph, the telephone, and the phonograph because he felt that there 
‘were bigger rewards in lighting” (pp. 176-77). 
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Now, of course, we are on difficult ground when we discuss motivation. I think 
it can be taken for granted that Edison was interested in making “some” money. 
But Arthur Bright suggests that Edison “had what is commonly thought of as the 
inventive spirit to such a degree that for him pecuniary reward seems to have 
been secondary” (p. 59). 

Having whetted our appetite, perhaps Mr. Passer or some other student of the 
electrical industry will some day tell us more about Edison’s interests and the 
nature of his business contributions. How good was he at working in a team? 
To whom did he delegate authority? And how much authority? Did most of his 
associates and employees remain loyal to him? Mr. Passer remarks: “When he 
(Edison) began to withdraw from his electrical activities, after 1885, the Edison 
companies suffered from the lack of an imaginative and decisive leader. The 
difficulty was not corrected until the consolidation with Thomson-Houston in 
1892. Coffin then supplied the leadership that was needed” (pp. 190-91). 

But why did Edison withdraw? Was it simply that he lost interest? Or did he 
conclude that it was more fun to run a comparatively small inventor’s laboratory 
of his own in which he was the sole boss, rather than become enmeshed in the 
endless detail of building up a successful commercial enterprise? 

Mr. Passer is more convincing when writing about Frank Julian Sprague, the 
pioneer innovator in the electric street railway. I found this a fascinating chapter, 
though once again I should like to have known more about Sprague’s adminis- 
trative strengths in addition to his technical capacities. 

Let me conclude by saying that I am heartened by the steady improvement in 
the literature on the development of particular industries. We have come a long 
way in this respect in the last twenty-five years. And Mr. Passer should be con- 
gratulated for adding such a well-informed and readable account of the principal 
technical developments in the electrical manufacturing industry from 1875 to 
1900. 





W. Rupert Mactaurin, Massachusetts Institute of Technology 


Change and History: a Study of the Dated Distributions of Technological Inno- 
vations in England. By Margaret T. Hodgen. (Viking Fund Publications in 
Anthropology, Number 18.) New York: Wenner-Gren Foundation for Anthro- 
pological Research, Inc., 1952. Pp. 324. 25 maps. $4.50. 


Margaret T. Hodgen is concerned in her study of innovations to check naive 
use of evolutionary method in syntheses of Western economic development. Man, 
in her view, is essentially and peculiarly the historical animal. It follows that the 
only scientific way to study him is by the methods that have been worked out in 
archaeology; that is, through the dated distribution of the classes of events in 
which he has been concerned. Cunningham, in his appeal for comprehensive local 
economic studies, was on the right track, but other disciples of the German his- 
torical school who have gone on fitting casually gleaned information into schematic 
outlines spun by speculation, have distorted facts, especially with regard to tech- 
nological change. Assuming this to be an autonomous force gradually gathering 
momentum through time, they have failed to perceive its discontinuities and its 
rarity. This charge is supported by a digest from English local studies covering 





Innovation 189 





nine centuries (c. 1000-1899) of incidents of innovation, in the sense not of 
invention but of the first introduction into a community of an industrial occu- 
pation or of a new technique within one of its customary industrial occupations. 
Innovation so defined is found in only 18 per cent of the parishes studied, and in 
two thirds of these, over this whole long stretch of time, it is found only once. 
The incidents collected cluster in three slow waves, at their peak in the thirteenth 
and fourteenth, the sixteenth, and the eighteenth centuries, respectively. Great 
stress is laid on the fact that half the communities involved in the last wave of 
innovation had already been affected by either the first wave or the second. Geo- 
graphical clustering is interpreted so far as possible in terms of cultural disturbance 
through immigration from the Continent into regions relatively unfavorable to 
agriculture. . 

The method that is advocated certainly requires more attention, and could 
have important applications in technological history. Events in the life of com- 
munities, however, cannot be counted as simply as can artifacts. Problems of 
classification arise that Miss Hodgen has not faced. As they stand, her data do 
not adequately distinguish between communities that were receptive or hostile 
to innovation. Major innovations that created nuisances and caused depreciation 
of existing capital equipment and labor skills are assigned the same weight as the 
introduction of small trades that had none of these adverse effects, involved only 
a few workmen, and made for only a very slight extension of consumer recourse 
to the market. Nor is the question of political patronage behind innovators raised. 
That all changes were weighted alike is due to a bias opposite to that of the 
optimistic evolutionists; namely, the assumption that in respect to technology a 
crustacean conservatism was the norm. More research would have modified this 
assumption a little for both industry and agriculture. Implicitly exaggerating rural 
conservatism, Miss Hodgen is surprised to find her rural score for innovation 
above the urban, although this is clearly due to the necessarily rural location of 
mining enterprise and of industries dependent on water power. If changes in 
agricultural technique had been included, the imbalance would be greater still, 
even if the urban score were corrected. Owing to the omission of London and 
failure to utilize references, accessible in printed town records, to a number of 
important changes that occurred in the technique of established trades, it is 
represented as too low. 

The book’s conclusions are not offered with any pretensions to finality but 
merely as a challenge to more thorough research. It seems a pity, therefore, not 
to have included recognition of the lead lately given by men like Hoskins in 
putting English local studies on a sounder basis in respect of economic history. 
The sections on method, again, attack straw men, equating history with the 
stereotype of political narrative and, on page 21, even introducing the innocent 
and dangerous assumption that only patience is needed “to recover the totality 
of what has happened.” If this can be disregarded, much may be found here 
that makes a strong case for solid distributional analysis as a check on conclusions 
reached by skimming or sampling. The argument reminds a medievalist of Funck- 
Brentano’s advice, offered long ago and not easily heeded in our day under pres- 
sure for publication, that each day of synthesis should be preceded by years of 
analysis. Miss Hodgen’s attacks do not swing entirely wide of the mark. Surely 
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business history, for example, could supplement its flow of narrative by distribu- 
tional analysis of promotions, bankruptcies, and other relevant and classifiable 
data. 

Sytvia L. Turupp, University of Chicago 


AGRICULTURE 


The Canadian Grain Trade, 1931-1951. By D. A. MacGibbon. Toronto: Univer- 
sity of Toronto Press, 1952. Pp. ix, 227. $4.50. 

Between the Red and the Rockies. By Grant MacEwan. Toronto: University of 
Toronto Press, 1952. Pp. x, 300. $3.50. 


The first of these two volumes is a scholarly work by an author whose research 
and experience have resulted in an intimate knowledge of the Canadian grain 
trade. D. A. MacGibbon was a member of the Royal Grain Inquiry Commission, 
1923-1924; a member of the Board of Grain Commissioners for Canada, 1929- 
1949; and prior to 1929 was professor and head of the Department of Political 
Economy in the University of Alberta. He also served on other commissions and 
as adviser at two Imperial Conferences. 

The present book follows an earlier work published in 1932 entitled The 
Canadian Grain Trade. The earlier volume is the standard academic work on the 
trade and for the most part is a study of the institutions connected with the trans- 
portation and marketing of grain in its movement from the farm through the 
domestic milling industry or into the export market. The volume under review 
traces the changes in the marketing structure which have occurred since 1931 and 
in this respect brings the first book up to date. But the greater part of the present 
volume is devoted to tracing the development of government policy and its political 
antecedents and economic consequences from the depression to the present time. 
This is the most significant part of Mr. MacGibbon’s study in that herein he 
discusses in detail the decline of the private grain trade and the growth of public 
monopoly in the marketing of the product. 

A considerable portion of the book is devoted to tracing the growth of pro- 
tective devices for the wheat industry and the consequent eventual elimination of 
futures trading. “Although several Royal Commissions in Canada, especially the 
Stamp Commission, after careful investigation found that futures trading, even 
with its speculative aspects, was of distinct benefit to the producer in the prices. 
he received for his product, these findings did not convince grain growers nor 
allay discontent with the operations of the open market” (p. 206). The Canadian 
Wheat Board, two International Wheat Agreements, and the British Wheat Agree- 
ment, together with a few minor devices, have constituted the paraphernalia of 
protection to the wheat industry in Canada. 

In the 1920’s it was thought that the organization of the wheat pools was the 
solution of the price problem of the farmer. The disastrous price collapse of the 
1930's and the temporary collapse of the pools proved that this was not so. The 
farmers turned to the Federal Government for protection against price declines. 
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Mr. MacGibbon tells the story of the collapse of the pools and the appointment 
by the government of a manager for the central selling agency whose responsibility 
was to dispose of the surplus wheat. But in the course of these activities the 
manager became involved in price stabilization operations and the purchase 
of wheat futures in an attempt to prevent a further decline in price. The price 
stabilization operations, the negotiation of the International Wheat Agreement of 
1933, and the establishment of the Canadian Wheat Board in 1935 and a floor 
price for wheat are dealt with in detail. 

This is followed by an excellent discussion of “wheat politics” and of the dispute 
over and a Royal Commission Enquiry into the taxation of co-operative profits. 

The widening scope of the Wheat Board’s control powers during the war and 
its integration with other aspects of the wartime controlled economy are fully 
considered. 

The most interesting chapter in the book is a critical examination of the British 
Wheat Agreement of 1946. Nothing connected with the Canadian grain trade 
has aroused more acrimonious controversy than this agreement. The agreement 
was followed by a second International Wheat Agreement in 1949. A most inter- 
esting observation by Mr. MacGibbon, one which, perhaps, suggests the clue to 
the sharp controversy between the pools and the private grain trade, is that the 
negotiation of these agreements implied the continuation of compulsory marketing 
while permitting the government of Canada to postpone a final decision on the 
ultimate status of the Canadian Wheat Board. Behind this, of course, is a long- 
standing hostility of many grain growers and of the pools to the Grain Exchange. 
Mr. MacGibbon gives a convincing explanation of this hostility. 

The basic question raised by Mr. MacGibbon’s discussion is “whether western 
wheat producers would benefit if these buyers (that is, government boards or 
departments) from abroad were able to purchase their Canadian supplies by 
operating on the open market instead of by negotiating their purchases through 
the Canadian Wheat Board” (p. 213). Mr. MacGibbon admits that this is a 
difficult question to answer, but after consideration of the arguments on each side 
one feels that he is on the side of the open market with the qualification that 
some device, such as a floor price or price insurance, is desirable to protect the 
farmer against disastrous price declines. 

This is a sound book that deals objectively with a difficult and controversial 
topic and a most important phase of western Canadian economic history. 

Although the second volume under review deals with the agricultural history 
of that portion of Canada generally referred to as “the prairies” it is not a con- 
nected narrative. Nor is it an agricultural history. It consists of episodes, events, 
some reminiscences, and miscellaneous information joined loosely together under 
topics such as the fur trade, early agricultural surveys and investigations, and the 
early development of transportation leading in the end to the dispossession of the 
fur trader by the wheat farmer and the rancher. Chapters follow on agricultural 
experimentation, the spread of mechanization, the growth of co-operatives, and 
diversification. 

The author has been a professor of animal husbandry and dean of a faculty of 
agriculture. He is at present general manager of the Western Section of the Na- 
tional Council of Canadian Beef Producers. 
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There is little new in this work for the serious student of the agricultural his- 
tory of the West, but it is of great interest to the general reader. Mr. MacEwan 
has an engaging style; he is a lover of the prairies, and much of his own enthu- 
siasm is conveyed to the reader. He is at his best in describing the romance of 
the cattle industry—the cattle drives, life and work on the ranch, the rodeo and 
the stampede. Mr. MacEwan has caught the “feel” of the prairies and has trans- 
mitted it to the reader in an interesting fashion, though by most standards the 
book could be described as lacking form. 

W. J. Warnes, The University of Manitoba 


MARITIME HISTORY 


Le Commerce maritime normand @ la fin du moyen dge: Etude d'histoire éco- 
nomique et sociale. By Michel Mollat. Paris: Librairie Plon, 1952. Pp. 617. Fr. 
1,650. 

Le Commerce Rochelais de la fin du XV° siécle au début du XVII°. By E. Trocmé 
et M. Delafosse. (Ports, Routes et Trafics, V. Centre de recherches historiques. 
Ecole Pratique des Hautes-Etudes, vi® section.) Paris: Librairie Armand Colin, 
1952. Pp. 231. 

Lettres de négociants marseillais: Les Fréres Hermite (1570-1612). By Micheline 
Baulant. (Affaires et gens d’affaires, III. Centre de recherches historiques. Ecole 
Pratique des Hautes-Etudes, vi® section.) Paris: Librairie Armand Colin, 1953. 
Pp. 122. 


The harvest of French scholarship has lately been especially abundant in the 
maritime field. Large collaborative enterprises have been undertaken by several 
groups of researchers, including many younger men and women. Two of the 
books here under review are the work of archivists associated with such a team. 
The third embodies the fruits of independent research by a mature historian, 
Michel Mollat, professor at the University of Lille. 

Most important of this trio is Michel Mollat’s thése principale for the doctorat 
és lettres, a maritime history of upper Normandy from the early fifteenth century 
to 1540. Portuguese and British archives, as well as French, were used extensively 
in this investigation; for lack of a visa, Spanish sources were inaccessible. Special 
attention was given to the fragmentary records surviving for Dieppe, on which 
Mr. Mollat based his these complémentaire (Comptabilité du port de Dieppe au 
15° siécle, 1951). Rouen is the focal point of the study, but care has been taken 
to avoid the mistake of Fréville and others whose treatment has tended to dis- 
sociate Rouen’s maritime commerce from the development of the vital Seine 
highway and such tributary outports as Tréport, Dieppe, St. Valery, and Fécamp. 
Mr. Mollat shows the essential interdependence of these ports and Rouen in this 
period, describes the economic depression from which they collectively suffered 
during the first three quarters of the fifteenth century, and analyzes the com- 
mercial revival they enjoyed thereafter. 

An introductory section on the first half of the fifteenth century describes the 
commercial effects of civil war and the English occupation, which all but de- 
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stroyed Norman trade in the second decade of the century. Revival followed 
quickly, however, and trade “attained real prosperity at the end of the reign of 
Henry V and under the Regency of Bedford” (p. 32), only to begin in 1435 a 
decline that carried commerce to “the low point of the curve” at mid-century (p. 
62). The effects of the English occupation are portrayed in somber terms, per- 
haps unduly somber for the last decade of the occupation, considering the eco- 
nomic resilience displayed by Normandy after the Truce of Tours of 1444. Ex- 
plaining the persistence of economic depression after 1450, Mr. Mollot stresses 
the occupation hangover and the privateering, piracy, and sea war in northern 
Europe which obstructed trade and aggravated the grave problems posed by the 
separation of the economically complementary English and French economies. 

The author is at his best (and that during more than three fifths of the book) 
in treating the restoration of prosperity in the half-century after 1475, a period that 
saw the extension of Normandy’s contracted regionalized economy into widening 
channels of enterprise. Activity at upper Norman ports was based on rejuvenation 
of the tributary agricultural hinterland and revival of the old textile and metal- 
lurgical industries; trade revived with the re-establishment of vital Anglo-French 
and northern European commerce; prosperity was forwarded by new enterprise 
in fisheries and printing and by imports of Madeira sugar and other products from 
the New World and East. All branches of industry and trade were enlivened by 
the influx of new merchants and capital to Rouen from Paris, Lyon, Bruges, 
Lisbon, Seville, and Italy. Royal policy played an important, though not entirely 
beneficent, role in these developments, as Mr. Mollat’s excellent chapter on “Le 
Réle des pouvoirs publics” shows; even the solicitude of a Louis XI was tem- 
pered by royal financial necessity. The study concludes with an analysis of business 
methods and changes in the social milieu and a discussion of Normandy’s role 
in the expansion of European shipping enterprise in the late fifteenth and early 
sixteenth centuries. This study escapes the confines of Normandy, analyzes the 
interaction of that region with the rest of France and western Europe, and incor- 
porates a breadth of conception and execution that is often lacking in studies 
with urban or provincial focus. Its value is enhanced by the inclusion of graphs 
tracing the development of the Rouen-Paris river traffic and the growth of the 
herring fisheries and general commerce in the period. 

The collaboration of Messrs. Trocmé and Delafosse, both specialists in the his- 
tory of La Rochelle, has produced the second volume under review, one of the 
latest to appear in the series “Ports-Routes-Trafics.” Their study of trade and 
shipping at La Rochelle, dealing primarily with the years from 1560 to the 
siege of 1627-1628, is based on Mr. Trocmé’s thesis at the Ecole des Chartres 
(1946), to which one chapter on the earlier period has been added by Mr. 
Delafosse incorporating results of his researches in the notarial registers for the 
period 1423-1565. Following an admirable introductory chapter on the economic 
geography of La Rochelle, Mr. Trocmé explains the prosperity of the city in a 
period of civil strife, in an age when difficult overland communications restricted 
commercial possibilities, and when the once-prosperous medieval trade in salt 
had greatly declined. Disabilities were offset, in part, by tenacious defense of 
municipal privileges and outright defiance of royal fiscal levies and controls. The 
city enjoyed, thereby, a marked advantage in trade over more submissive and less 
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defensible neighboring ports, but preserved in royal tariff walls a fissure which 
a Richelieu found intolerable. The flight of Protestant capital from other parts of 
France to this coastal stronghold during the later religious wars, and until the 
1620's, invigorated all branches of industry and trade, and must have facilitated 
the financing and the victualing of the expanding Newfoundland fishing enter- 
prise, in which the port played a major role for Breton and Basque, as well as 
native Rochelais. Yet the prosperity of the Rochelais still depended heavily, as it 
had since the thirteenth century, on exports of wines and their derivatives, and 
most capital not engaged in trade was invested in the vine, the vineyards of 
Aunis especially. Like their neighbors, the Bordelais, they relied on the shipping 
of others to freight their wares. Practically all northward trade beyond Brittany 
was carried in English ships, or in those of Holland and Zeeland, large fleets of 
which arrived each year with naval chaperons. Monetary crises and price fluctu- 
ations at La Rochelle after 1560 are treated by Mr. Trocmé, but some historians 
may differ with his estimate of the efficacy of royal financial measures under 
Henry III and with the conclusion that prices were stabilized for some years after 
the Ordonnance of 1577. Still, there is good reason, as the author of the preface 
remarks, for praising a work that is “dense, objectif et sans fioritures.” Messrs. 
Trocmé and Delafosse unduly disparage their own achievement in interpretation 
when they inform us, in concluding the volume, that their “major preoccupation 
has been . . . to allow witnesses and documents to speak.” 

The documents do speak for themselves in the third volume at hand, a collec- 
tion of letters and papers relating to the business operations of the brothers 
Antoine and Gilles Hermite, Marseilles merchants engaged in Lyon and Levantine 
trade. In brief compass, and in the ungrammatical jargon of the merchants them- 
selves, we have a vivid account of sixteenth-century business methods and mer- 
chant travels in Mediterranean markets and a record of profits made in the face 
of piracy, religious strife, the plague, and the frauds of other merchants. Family 
capital financed the early ventures of the youthful brothers in the 1570's. Their 
trafic with Syria and Alexandria evolved through imports of spices and dye- 
stuffs, cottons and silks and, after the decease of Gilles in 1596, eventuated in 
commercial lending for a decade after 1600. Many details concerning the family 
character of the Hermite enterprise, and the commercial connections of the 
brothers are disclosed in a thirty-one page introduction and in the connective tissue 
supplied by the exacting editor, Mrs. Baulant-Duchaillut. The volume should 
prove a useful supplement to the Histoire du commerce de Marseilles, of which 
Volume III by Messrs. Collier and Billioud, recently published, is in part based on 
these very documents. 

Paut Wa.pEen Bamrorp, Ohio State University 


De Rotterdamse Particuliere Scheepsbouw in de Tijd van de Republiek. By Simon 
C. van Kampen. Assen: Druk Born, 1953. Pp. 224. Dutch FI. 9.50. 


By making diligent use of materials present in notarial and other archives, 
Simon C. van Kampen has attempted to extend our knowledge of Dutch ship- 
building in the period 1600-1800. He has rigorously restricted himself to Rotter- 
dam and to private shipbuilding. The subject is of vital importance: ships were 
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the main carriers of Dutch commercial expansion, and shipbuilding itself was an 
important export industry. Perhaps if the author had included a wider range of 
phenomena in his inquiry, the result would have been of more value. In the 
absence of a comparative perspective the author was compelled to organize his 
work along commonsense lines (chapters on location, technique, organization, 
etc.) without being able to relate his detail to a few major themes or problems. 
The unsatisfactory nature of the primary sources must in part be regarded as 
responsible for this defect; nevertheless more could have been done to carry for- 
ward the discussion of problems raised by earlier authors. How precisely did the 
growth of Dutch overseas trade depend on shipbuilding technique? And later 
on, when Dutch supremacy was waning, which factors were responsible for the 
shipbuilders’ reluctance to abandon time-honored and purely empirical building 
methods, when the French and English were evidently beginning to build more 
“scientifically”? 

The scant paragraphs devoted to such questions contrast with the author’s exten- 
sive treatment of the location of Rotterdam shipyards, a problem that will interest 
mainly local historians. His data on the organization of shipbuilding (which re- 
sembled manufacturing), the financing practices, the complex interweaving of 
shipbuilding interests with investments in the timber trade and shipping ventures, 
and, above all, the ups and downs in the shipbuilding industry are significant. 
Unfortunately the evidence that has to be used is of uneven value and thinly 
spread over long periods. Until about 1650 the trend of shipbuilding appears to 
have been upward; the author connects a subsequent decline during the second 
half of the seventeenth century with the ascendancy of the Zaan region, north 
of Amsterdam, where production was cheaper. Between 1710 and 1770 Rotterdam 
private shipbuilding had a second prosperous period; it would be an interesting 
problem to consider why competition from the rural shipbuilding industry would 
be especially devastating for the urban industries of Rotterdam and Amsterdam 
in the intervening period, but Mr. van Kampen limits himself to stating the fact. 
At the end of his discussion he deals with the social composition of the population 
groups engaged in shipbuilding. He also describes several subsidiary trades, the 
sawmills, ropeyards, and sailmakers’ and blockmakers’ shops which are indeed 
inseparable from shipbuilding itself. Taken as a whole, the book adds a wealth 
of detail to a general picture already known without raising new problems or 
solving the old ones. 

Jecce C. Rremersma, Leiden 


LABOR 


Attempts at General Union: A Study in British Trade Union History, 1818-1834. 
By G. D. H. Cole. New York: St. Martin’s Press; London: Macmillan and 
Co., Ltd., 1953. Pp. viii, 218. $3.50. 

Robert Owen of New Lanark, 1771-1858. By Margaret Cole. New York: Oxford 
University Press, 1953. Pp. vii, 231. $3.50. 


G. D. H. Cole’s book is a revised and expanded version of a study, now difficult 
to find, published in 1939 by the International Institute for Social History at 
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Amsterdam. He retells the story of the pathetically abortive Grand National Con- 
solidated Trade Union of 1834, but his chief purpose is to clarify the development 
of the preceding efforts at general trade-unionism of which the G.N.C.T.U. was 
the culmination. Mr. Cole points to the need of still further research among the 
sources of information about trade-union activities, especially in the Yorkshire 
towns, but the understandable secrecy of many of the unions, even after the repeal 
of the Combination Laws in 1824 and 1825, may continue to impose on them the 
penalty of historical obscurity. 

Mr. Cole, however, has shown his accustomed skill in finding his way through 
conflicting or scanty evidence to sound conjectures or objective statements of 
facts. Among his chief conclusions is that a rather strong combination of York- 
shire unions emerged in 1831 and that it was different in character from, more 
effective than, and independent of John Doherty’s Lancashire organization, the 
National Association for the Protection of Labour that “flickered out” in 1832. 

As for Robert Owen, it is evident from both books under review that, despite 
his well-known association with the G.N.C.T.U., he did not himself inaugurate 
it, for he was not primarily a trade-unionist interested in battling with the strike 
weapon for increased wages or union recognition. The trade-union leaders them- 
selves, it is true, were deeply affected by the prevailing Owenism and had hopes 
for a profound transformation of society; but it is clear that for them the experi- 
ence with the large-scale fiasco of 1834 was part of a long maturing process in the 
acquisition of effective tactics for improving the economic and political status of 
the working classes. For Owen, on the other hand, the failure of the G.N.C.T.U. 
was a mere episode dismissed with insouciance. The high-sounding organizations 
that immediately preceded and followed the G.N.C.T.U. were more suited to his 
plans for pilot Owenite projects. Scorned though he was eventually’ by the bulk 
of the governing and middle classes, Owen always dissociated himself from any- 
thing resembling class warfare. 

Margaret Cole’s biography, though it narrates a basically familiar story, is a 
thoroughly engrossing book. In her select bibliography, she includes her husband’s 
biography of Owen as well as the standard work by Podmore, but she omits the 
book by the late Rowland Hill Harvey (reviewed in this Journat, Vol. X, No. 2 
[November 1950]). Mr. Harvey and Mrs. Cole do not differ significantly in their 
interpretation of Owen, both distinguishing between his prophetically enlightened 
views and his absurdities. Mr. Harvey’s book has some advantages over the present 
work but, good as it is, Mrs. Cole’s, I think, is on the whole superior. She has a 
firmer grasp of the social history of the period and she displays more penetrating 
psychological insights into various phases of Owen’s career. Mrs. Cole explains 
both the extraordinary vogue of Owen’s plans and the opposition to them of the 
political radicals and the economists. She comes to grips successfully with the diff- 
cult problem of Owen’s combination of egalitarian convictions and autocratic 
practices. After citing an example of the veneration he inspired, she observes that 
“nobody expects the Holy Ghost to be a good committee-man” (p. 168). Without 
overlooking Owen’s indifference to the democratic movement he lived to witness, 
Mrs. Cole makes it possible for us at the same time to recognize his greatness. 

Wittson H. Coates, University of Rochester 
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Salaires et revendications sociales en France, 1944-1952. By J. L. Guglielmi and 
M. Perrot. (Etudes et mémoires, IX. Centre d’études économiques. Ecole 
Pratique des Hautes-Etudes.) Paris: Librairie Armand Colin, 1953. Pp. 248. 


This monograph, published under the auspices of the recently established 
Centre d’Etudes Economiques, seeks to explore the extent to which wage de- 
mands in contemporary France have grown to transcend the mere satisfaction 
of the individual worker’s material desires and have become the basis for broader 
programs of social and economic change. Selecting the period between the libera- 
tion of the country in 1944 and June 1952 for their investigation, and confining 
themselves exclusively to the principal organs of the French trade-union press (Le 
Peuple, Vie Ouvriére, Force Ouvriére, and Syndicalisme), the authors have 
sought to disengage the dominant pattern of labor thought and action in those 
years. They emerge with the thesis that the focal point of labor action was the 
movement to protect and increase real wages in the postwar era of inflation and 
scarcity. From that effort, it would seem, there developed the campaign for in- 
creased production as well as pressure for the kind of structural reforms that 
would permit the government to plan and organize production. 

Although a good deal of the descriptive and analytical material is rewarding 
and the program of the various phases of the labor movement is presented with 
an admirable objectivity, the book suffers from a strained attempt at abstraction 
and generalization. In its effort to isolate the French labor equivalent of “eco- 
nomic man,” it tends to minimize the political consciousness of the French 
worker. The willingness to forgo examination of the political labor press is symp- 
tomatic of the approach taken. Moreover, even if the time interval chosen is 
understandable, there is little excuse for omitting mention of older programs for 
economic planning and nationalization. 

Attention deserves to be called to the useful Appendix of some 100 pages. The 
charts, tables, and graphs presented here contain considerable statistical informa- 
tion on wages, cost of living, strikes, and the activities of the various labor federa- 
tions. Of special value is a detailed résumé of the principal political and social 
events of the years under consideration and the positions taken vis-a-vis those 
events by the labor organizations. One can only feel that, if more of the data 
and material so diligently assembled in the Appendix had been woven into the 
text, this would have been a more fruitful study. 

Jor. Cotton, Duke University 


The Labor Force in California: A Study of Characteristics and Trends in Labor 
Force, Employment and Occupations in California, 1900-1950. By Davis 
McEntire. Berkeley and Los Angeles: University of California Press, 1952. Pp. x, 
101. $2.50. 


The University of California Institute of Industrial Relations offers a slender 
statistical monograph on the breadwinners in the golden state. “Labor force” is a 
term applying to people who work for a living, even if they happen to be unem- 
ployed at the time for one reason or another. The term came into usage largely 
as a result of the Census Bureau’s effort to make more precise their previous 
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classification “gainful workers,” which was in use before 1940. So one can see 
how modern it is. It is a term that points up our concern with national man- 
power availability, especially in periods of international tension. There was a 
popular interest in labor force during the 1944 presidential campaign when the 
Democrats made bold the slogan: “sixty million jobs.” 

California is an excellent subject for a study of the labor force as it has jumped 
from the fifth position among the states in population in 1940 to second in 1950! 
Since the gold rush of a century ago, California has increased its population by 
migration more than other states. Moreover, since 1900 California has multiplied 
its labor force seven times, while nationally the rest of us can boast but a twofold 
rise. Predominantly, the labor force of California is in trade and services. The 
charts show us that it is a state which has more professional and technical workers, 
more salespeople, craftsmen, and service workers and fewer farmers, operatives, 
and laborers than the national average. California is a state with a larger older 
population than most, as retirement brochures gently remind us, a great migratory 
labor force (among them “wetbacks,” doubtless not included in the source 
figures), and a disproportionate number of seasonal workers, especially in the 
movie, fishing, cannery, and farming industries. Most Californians are city 
dwellers, but, although it is an urban state, it is not an industrial one. Hence, 
less than one in five Californians is in manufacture, compared with the national 
figure of one in four. Again, while California is the leading agricultural state, 
only one in eight of its working citizens is employed in farm work, or about one 
half the national average. 

Some of the interesting facts above can be found in this brief study and some 
cannot. Although it is a demographic excursion that will be used largely by spe- 
cialists, even they will hardly be charmed by its style. It is organizationally sound 
if conventional, but certainly a minimum of imagination was expended in utiliz- 
ing available census materials. No account is made for geographic differences or 
for specific industries in a state where variety is pronounced. And, while there is 
much tucked away in the tabulations to interest even the general reader, little 
effort was made to cut loose from the severe terminology to render the facts more 
appetizing. 

Despite the lack of an index, students will find Mr. McEntire’s work a ready 
reference tool, since there are only about fifty pages of descriptive text, while 
some fifty graphs, charts, and tables in the appendices and elsewhere summarize 
California’s labor force data. 

Louis H. Arxy, University of Illinois 























C orrespondence 


I beg the hospitality of your JourNAL to refer to the article by my friend Mr. 
Hancock entitled “Agenda for the Study of British Imperial Economy, 1850- 
1950” published in your Summer number, 1953. 

Mr. Hancock has given, to use his own word, a highly “impressionistic” 
sketch. He refers therein to two of my articles,! but he has, no doubt uninten- 
tionally, attributed views to me not expressed by me at all. This is unfair both 
to me and to him as an historian, whose first duty is to get his sources right. Al- 
though Mr. Hancock supports some of my views, and disagrees with others, 
what is disturbing is that he has missed the main point of the articles altogether. 

He states inter alia that “I find him [Frankel] perverse [sic!] in his under- 
estimate of the part that government has played—and, it would seem, must in- 
creasingly play—in the processes of economic development. In Russia and Japan, 
to quote two famous examples of the nineteenth century, it was the state that took 
the initiative in the great enterprise of economic transformation. Even among 
highly individualistic peoples of British stock, such as the Australians and New 
Zealanders, governments have played a far more positive part than Mr. Frankel 
suggests.” 

In fact in neither of the two articles did I discuss the role of governments in 
this context at all, and I was nowhere concerned with the question of govern- 
ment versus private enterprise as a principle of development. My conceptual 
analysis was concerned to criticize the use of national income aggregates per se 
as criteria of investment and economic development. This has nothing to do 
with whether investment is undertaken by government or nongovernment 
agencies. Mr. Hancock’s reference to Russia and Japan is actually a useful example 
in support of my contention—since (mirabile dictu) their development pro- 
ceeded without the use of national income estimates, which were at that time not 
yet fashionable! National income estimates have important uses, but unless their 
shortcomings are recognized, their use for purposes for which they are not suited 
leads to economic policies which may do more harm than good. To imply that 
I decry government investment as such is not only wide of the mark, as far as 
what I wrote in the articles referred to is concerned, but it runs counter to a 
large part of the facts which I was the first to establish in my book Capital Invest- 
ment in Africa, in which I emphasized that very roughly 50 per cent of all the 
capital investment in Africa was made by government or government agencies 
in the past. 

Finally the question is not, as Mr. Hancock appears to think, whether one is 
for or against “the legitimate uses of figuring.” Neither science, nor practical 
endeavor, is possible without figuring. What has to be avoided is figuring which 
is based on logically untenable assumptions. The very idea of an abstract “na- 
tional collectivity” may be one of these—and certainly it is among the proponents 


1 These articles are now reprinted in my book recently published The Economic Impact on 
Underdeveloped Societies (Oxford: Blackwells, 1953). 
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of such abstractions that Mr. Hancock should seek for the danger of a denial of 
Adam Smith’s “natural propensity of mankind,” etc.? 


S. Herpert Franket, Nuffield College, Oxford. October 1953. 


Mr. Frankel’s article, “United Nations Primer for Development,” is as wide in 
span as the Report it criticizes. Section II contains reflections on the “role and 
capacities of governments” in the process of economic development. In Section V 
of the second article that I cited, Mr. Frankel enumerates four specific functions 
of government, “in the colonial and peripheral areas,” during the nineteenth and 
early twentieth centuries. I would make the list longer and I would put heavy 
emphasis on some of the additional items. I was wrong to use the word “perverse” 
for an emphasis which is different from mine; but I think there is sufficient 
overlap between Mr. Frankel’s theme and mine to make my comment, with its 
references to Australian and Japanese experience, relevant. 

As to “figuring,” I think that historians of the future will draw benefit from 
national income accountancy, even when its symbolism is particularly “foreign,” 
as for example it is in the nonmarket sectors of African economies. Reading be- 
tween Mr. Frankel’s lines, I had the feeling that we might be in disagreement 
here; but I was not certain and therefore expressed myself tentatively. I am in 
wholehearted agreement with his assault upon some misuses of national income 
accountancy and believe that my article (pp. 264-65) endorses emphatically 
enough his rejection of national income aggregates as criteria of investment. 

I have recently read the book mentioned in his postscript; it convinces me that 
I had no need to drag in Adam Smith. Perhaps Mr. Frankel would accept my plea 
(p. 270) for research into those communities where the fruitfulness both of eco- 
nomic-historical judgment and of economic policy seems to depend in large 
measure on discovering the comparative weight that should be given on the one 
side to sociological individuality and on the other to “the natural propensity of 
mankind.” 

W. K. Hancock, University of London 


2 Cf. my “World Economic Solidarity,” South African Journal of Economics, Vol. X, No. 3 
(September 1942) and “World Economic Welfare,” ibid., Vol. XI, No. 3 (September 1943), 
wherein I was actually concerned to show the importance and relevance of Adam Smith’s 
dictum, as against those who habitually overlook it. 

















Announcing a new section of the JOURNAL 


““COMMENTS AND CRITICISMS’”’ 


The editors of the Journat have always believed there should be a corner of 
this periodical set aside for airing opinion on topics of current professional interest 
and for calling the attention of our membership to new developments in research 
and theory. Now the members of the editorial board have concurred in a plan 
to establish such a section. It is hoped that this new section will constitute a sort 
of forum for the profession. We would like to publish in it rather informal state- 
ments, presented as letters to the editor, which take exception to, or support, 
articles or reviews by our contributors, or which establish points of view on 
controversial aspects of economic history. Occasionally news of new research 
materials, activities of associated organizations, and economic history develop- 
ments in foreign countries may be of such importance as to warrant inclusion, 
but in general we plan to report ideas rather than events. We hope to emulate, 
on a modest scale, similar sections in other periodicals, such as the greatly 
successful “Communications” of the American Economic Review and the “Essais 
—Mises au Point” of the Annales. Short formal articles will continue to appear 
in the “Notes and Review Articles” section. 

If there is sufficient response to this plan, “Comments and Criticisms” will 
appear beginning with the Winter 1955 issue. Please limit your communications 
to 700 words or less. Of course the editor must assume responsibility for deciding 
which items and comments are of sufficient interest to the association to warrant 
publication. 
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